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WORLD NEWS 


Shares rally as 
Russian parliament 
finally approves 
1998 budget plans 

Russia's parliament has flnaliy 
approved the 1996 budget, ending a 
bftter wrangle with the government 
which has muddied the country's 
public finances and undermined con- 
fidence. in spite of continued opposi- 
tion from liberals and Communists, 
parliament approved the fourth and 
final reading of the budget by 252 to 
129. Foreign investors welcomed the 
Duma's decision arid share prices 
rose sharply. Page 2 

Brussels push tor tax alignment 

The European Commission has 
unveiled the latest step In Its push to 
align national tax regimes more 
closely, with proposals to eliminate 
taxes levied at source on Interest and 
royalty payments between compa- 
nies operating across EU borders. 
Page 2 

French Wd to tackle poverty 
France's SodaGsHed government 
has unveiJed an ambitious FFrSObn 
(S8.4bn) three-year plan to tackle 
poverty and help those Qving on the 
margins of society. Page 3 

Bl set to ease beef export tarn 

The two-year ban on exports of UK 
beef seems certain to be eased 
within months after European veteri- 
nary experts supported a scheme 
certifying, herds are free of BSE. mad 
cow disease. Page 9 

Serbs flee Kosovo unrest 

Serbia's crackdown in Kosovo has 
not only spread panic among the 
ethnic A&enlan community. Serbs 
are also leaving in fear of an explo- 
sive conflict. Pages 

China may miss growth target 

China is preparing to announce a 
rrnkfly contrac ti onary budget for 
1996, rosing fresh doubts over 
whether the country wffl be able to 
achieve its target of 8 percent eco- 
nomic growth. PegeH- - 

Lloyd's to pursue Hanoi . 

Lloyd's of London said Jt wjfl pursue 
former Names for £13Qrn ($21 7 m) m 
unpaid debt after 'a High Court judge 
ruled there were no grounds for their 
refusal to pay. Lloyd's Is trying to 
recover a total of £600m from .. 
Names, many of whom live in the US 
and Europe. Page 10 

IMF doubt over Suharto reforms 

Indonesia's Presidem Suharto ■ 

insisted he hod tfismentied large 
trade monopoHes, but there are 

growing indications that the IMF wffl 
judge progress insufficient for 
approving a second $3bn credit 
tranche. Page 6 

BJP courts regional pwty 

India's Bharatiya Janata party Inten- 
sified efforts to secure a partemen- 
tary majority, courting the Teiegu 
Desam party from Andhra Pradesh 
whose support would push it closer 
to forming a government. Page 6; 
Protecting the elephant. Page 13 

Greenspan warns owr spending 

Fed chairman Alan Greenspan gave 
a sharp warning to Congress and the 
CKnton adnonlstraHon not to spend 

projected budget surpluses wWch 

exist 'only on paper* and may net 
materialise. Page 4 

Auckland tons tea- w eek Wadcnrt 

Residents of New Zealand's biggest 
efty Auckland — already suffering the 
twelfth day of a power taflura - have 
been told the blackout wffl last for 
tan more weeks. Businessmen esti- 
mate lasses could exceed 3600m. 

UNESCO honours Bostropoefcb 

UN cultural agency UNESCO add it 
would name the celebrated Russian 

ceisai and conckxstor Matistof 
Rostropovich, 70, as one of its good- 
will ambassadors tar peace. 


BUSINESS N EWS 

EU extends inquiry 
into WoridCom’s 
plans for $37bn 
merger with MCI 

European Union anti-trust regulators 
V«starday signalled strong competi- 
tion concerns about WoridCom's 
$37bn planned acquisition of MCI, 
the second-largest long distance car- 
rid In the US, by extending their 
Investigation into the deal by a fur- 
ther four months. Page 14 

Veba, the German power end 
Industrial conglomerate, b to merge 
the Frankfurt-based Degussa Chemi- 
cals company into Its HQte chemicals 
operations, forming a separate com- 
pany wtth a DM25bn ($13.8bn) 
annual turnover. Page 15 

ThomsOU-CSF, French defence 
electronics group, announced a jump 
In 1997 not profits to FFr1.37bn 
($225m) from FFr745m. Page 20 

Sample Bnonfias Lambert 

Belgium’s tHrtHargest bank, 
reported a 14.5 per cent profits 
Increase in its final year before being 
swallowed up by ING, the Dutch 
banking glarrt. Paga 20 

PM. the German-owned pharmacy 
group which Includes the Lloyds 
Chemists, chain, is to spend up to 
£70m ($11 7m) redeveloping Its 1.400 
UK neighbourtiood chemists. Page 9 

Bosch-Sfemens Haosgnftte of 

Germany, the world's fifth- biggest 
maker of white goods, has 
announced expansion projects (n the 
US, China and Russia. Page 20 

Unlmasli, Russia's best-known 
engineering company, is to acquire 
the rival Izhorsky plant. Page 10 

Acor, the Taiwanese computer 
maker, is seeking a new technology 
partner for Its memory chip arm, 
Tl-Acer, after cutting longstanding 
ties wtth Texas Instruments, the US 
semiconductor group. Paga 15 

Broken Hffl Proprietary, Australia's 
largest resources group, saw Its 
shams rise more than 8 per cert 
after the announcement that John 
Prescott, msnagsig director, is to 
leavwthe company. Page 15,- Lex; 
Page 14; Shares jump. Page 16 

Japan’s ministry of posts and 
telecoms Is under pressure from the 
US and EU to reject a proposal by 
NTT on the fees R charges other 
telecoms carriers connecting to Its 
network. Paga 4 

TakafoP, Japan's largest consumer 
loan company, plans to sefl 13m of 
Its shares, worth YB6bn {5883m), to 
overseas Investors. Page 16 

Kmart the Michigan-based discount 
retailer, joined the Rst of big stores 
groups who managed to exceed ana- 
lysts’ expectations In the Ana) quarter 
of 1997-98, Page IS 

Computer Sciences, the us 
computer services company, prom- 
ised burgeoning revenues and earn- 
ings up to 2000 In a risky attempt to 
safeguard its independence. Peg# IB 

Gemini, the first transatlantic 
submarine telecoms cable network to 
cater principally for internet traffic, 
has gone Into swvice ahead of 
schedule. Page 4 

Bote, one of the world's most 
venerable spirits brands, was put up 
for sale - In what wffl be only the 
third time it has changed hands 
since the dteUHery was founded in 
Amsterdam In 1575. Page 15 

World Equity Markets 
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Soros reveals 
secret loan 
to bail out 
the Kremlin 

Financier lent Russia ‘several hundred 
million dollars' to bridge financing 
gap ahead of $2bn eurobond issue 


By Ctoysfia Freeland In Moscow 

George Soros, the financier and 
philanthropist, said yesterday lie 
had lent the Russian government 
“several hundred million dollars” 
in June last year, helping the 
g remlin keep Its promise to pay 
overdue pensions. 

"They were stuck,” Mr Soros 
said. “There was one period of a 
tow days when we did make a 
kind of a bridge loan to enable 
the government to pay the 
arrears." 

Mr Soros said the Russian gov- 
ernment bad asked for another 
short-term loan last December, 
when it faced a deadline from 
President Boris Yeltsin to pay 
wage arrears, but he said he had 
declined. “I didn’t want to make 
a habit of It." he added. 

He would not specify how large 
a loan Russia had asked tor in 
December, saying he “didn’t 
remember”. The Russian finance 
ministry declined to comment 

The loan from Mr Soros, which 
was made public yesterday, 
appears to fit Into a pattern 
of confidential borrowing 
by the Russian government 
from western banks and 
financiers in moments of 
crisis. In another very discreet 
deal, the Ru ssian government 
borrowed 5950m from western 
hanks in November and Decem- 
ber last year, helping the state 
survive the shockwaves from the 
Asian economic crisis and pay 
overdue wages. 

Increasing evidence of Russia’s 
secret borrowing could worry the 
International Monetary Fund and 
foreign investors, particularly 
after revelations of the hidden 


debt accumulated by some 
emerging market economies in 
Asia. 

The IMF was fully informed 
about Russia's December borrow- 
ing, but it is not clear whether 
the fund was told about the June 
loan from Mr Soros. 

Mr Soros said he had provided 
Russia with a short-term loan, 
from June 25 to July 3, at a “mod- 
est premium over Libor” (Libor is 
the London interbank offered 
rate). In early July, Russia's fis- 
cal crisis eased when it received 
revenues from a $2bn eurobond 
issue. 

Mr Soros said he believed the 
Russian government turned to 
him because it did not want to 
reveal its vulnerability to the 
western banks involved in the 
eurobond deal 

“The payment [from the euro- 
bond] was on a Thursday and 
they needed the money on a pre- 
vious Thursday,” he said. “They 
probably didn't want to show 
their hand [to the western banks] 
because it would have been a 
sign of weakness to do so. It 
would have been embarrassing 
for them to go to the banks and 
say. 'Please pay us a week 
before."’ 

Shortly after helping the Rus- 
sian government bridge its 
short-term financing gap, Mr 
Soros became a key player In the 
country’s controversial privatisa- 
tion process, helping to finance a 
successful bid tor Svyazinvest, a 
Russian telecoms company. The 
bid was led by the Oneximbank 
group. 




Soros praises corporate Russia, 
Page IB 


Spain considers 
prosecutions over 
investment scheme 


By David White hi Madrid 


Spanish prosecutors are 
considering criminal action over 
an Investment scheme operated 
by a Swiss-controlled group In 
which Spanish small Investors 
stand to lose SlOOm. 

The independent brokerage 
which sold the scheme went into 
receivership last week after 
Spain’s securities watchdog 
-opened disciplinary proceedings 
against it tor alleged irregulari- 
ties. 

A preliminary inspectors’ 
report by the regulatory National 
Securities Market Commission 
(CNMV) has been sent to the pub- 
lic prosecutor's office. 

The AVA brokerage, based in 
Zaragoza, has meanwhile lodged 
legal complaints with the 
National Court in Madrid against 
the owners of a Bahamas bank 
which acted as intermediary. The 
complaints of fraud and misap- 
propriation cite directors of 
Andrfr & Cie, a prominent Swiss- 
based commodity trading and 
shipping group, and of TransSf- 
rtca, a leading Spanish commod- 
ity concern in which Andre & Cie 
and Switzerland’s UBS bank 
group bold shares. 

Trans&frica filed for suspension 
of payments to creditors last 
Thursday in what it said was a 
defensive measure. The Spanish 
company owns the Socimer bank- 
ing group, which in turn includes 
the Bahamas bank Involved in 
the affair, Sommer International. 

Lawyers for AVA said they had 
not cited UBS since it held a 
stake of less than 8 per cent. 
Andrt & Cie. a privately con- 
trolled and unlisted company. 


has denied responsibility, argu- 
ing it has a minority interest. 
However, Spanish regulators say 
it exercises effective control over 
the Traasifrlca group that 
includes Socimer. Andre’s direct 
stake is 49 per cent. 

Prosecutors must recommend 
to a judge whether to open crimi- 
nal proceedings, 

Socimer International Bank 
acted for AVA in a scheme 
involving investments in Latin 
American sovereign debt - gov- 
ernment bonds - through short 
term repurchase (“repo”) 
agreements. 

Clients of AVA were offered 
low-cost flnanring enabling them 
to increase their investment in 
securities by 50 per cent. AVA 
advertised that clients were 
obtaining returns of up to 10 per 
cent, substantially higher than 
normal Spanish bond returns. 

Regulators say the scheme was 
legal, but accuse AVA of failing 
to inform clients about the 
nature of the scheme, in which 
the securities were not issued in 
the Client's name. Socimer, they 
say, pledged all the securities, 
iwrinding those acquired with the 
clients’ money originally 
invested, against bank loans 
raised to finance its securities 
purchases. 

These lenders, the regulators 
say, now have priority claim on 
payments from Socimer following 
problems at the group’s Argenti- 
nian banking subsidiary, Banco 
Medefln UNB. 

The activities of Banco Medefln 
UNB and Socimer International 
were suspended by central hank 
authorities in Argentina and the 
Bahamas last week. 


CONTENTS 

World News 2-8 UK News 9,10 
Features 11,23 Comment & Analysis 12,13 
Companies & Finance 15-22 World Stock Markets 30-36 

ftS contents and Lac hack page 



Israafi premia- Bmfamfn Nwtenyaftu, right, and trade minister Natan Sharansky show ttwfr teofings as their Likud 
candhtete Shauf Amor lores a Knesset vote for the presidency. Page 8; Observer, Page 13. Picture AP 


EU holds out olive branch 
to Turkey on Cyprus talks 


By UomI Barber hi Brussels 


The European Commission 
yesterday stepped up its efforts 
to defuse an escalating crisis 
with Turkey over European 
Union plans to open membership 
negotiations with Cyprus at the 
end of the month. 

Before flying to the divided 
island for talks with Greek Cyp- 
riot leaders, Hans van den Broek, 
EU foreign affairs commissi oner, 
unveiled proposals for a broader 
EU-Turkey customs union and 
deeper co-operation on agricul- 
ture, industry and services. 

Turkish officials welcomed the 
Commission proposals, some of 
which can go forward without 
risking a Greek veto. But they 
warned that Ankara would still 
boycott next week's pan-Euro- 
pean conference in London - a 
meeting the British hosts had 
hoped might defuse tensions 
between Greece and Turkey. 

Mr van den Broek made an 
indirect appeal to Greece to stop 
blocking the release of Ecu375m 
(3412m) financial aid to Turkey to 
finance the Commission’s 


beefed-up strategy. “[The propos- 
als] will lead to a deepening of 
our relations,” he said. “This will 
be to the benefit of all our 
citizens. " 

Turkey plans to retaliate when 
the EU formally opens negotia- 
tions with the internationally 
recognised Greek Cypriot govern- 
ment in Nicosia on March 31. The 
Turks are likely to meet the 
Turkish Cypriot community to 
discuss the possibility that Ank- 
ara might “annex” the northern 
half of the island, where 35,000 
Turkish troops are stationed. 

The British presidency of the 
EU and the Commission agree 
that “things are likely to get 
worse before they get better”, 
said a senior Brussels official. 

Some officials involved in the 
intensive US-EU-UN mediation 
effort over Cyprus are said to be 
resigned to the possibility that 
Turkey will launch air strikes if 
the Greek Cypriot government 
goes ahead with its planned 
deployment of Russian S-300 anti- 
aircraft missiles later this year. 
One recipe tor breaking the dead- 
lock would be for the Turkish 


Cypriot community to join their 
Greek counterparts in the forth- 
coming membership t alks . 
Attempts to forge an agreement 
are bogged down in tbe 
long-standing dispute over the 
status of the participants. 

Rauf Denktash, the Turkish 
Cypriot leader, refuses to sit 
alongside the Nicosia govern- 
ment and is holding out for some 
recognition of the Turkish com- 
munity as a separate entity. He is 
also refusing to meet Mr van den 
Broek, who is pressing for each 
delegation to sit under the 
neutral tag of “Cyprus" 

In a separate report to the 
European Parliament, the Com- 
mission said tbe Turkish govern- 
ment’s programme far improving 
human rights and democracy 
“had not had sufficient impact". 

Turkey argues that the EU is 
applying dual standards on 
human rights and wants its mem- 
bership application to be put on 
the same footing as the 10 candi- 
dates from central and eastern 
Eurqpe. 

Editorial Comment, Rage 13 
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Yeltsin secures approval for budget 


By John Thornhill in Moscow 


Russia’s unruly parliament 
yesterday approved the 1998 
budget ending a bitter wran- 
gle with the government 
which has muddied the 
country’s public finances 
and undermined Investor 
confidence. 

In spite of continued oppo- 
sition from the liberal 
Yabloko faction and the 
majority of the Communist 
party, the lower house of 
parliament, the Duma, 
approved the fourth and 
final reading of the budget 


by a vote of 253 to 139. 

After coming under pres- 
sure from the administra- 
tion, a minority of Commu- 
nist deputies joined the 
governing party and the dep- 
uties of the Liberal Demo- 
cratic party of the national- 
ist politician Vladimir 
Zhirinovsky In harking the 
budget. 

Victor Chernomyrdin, 
prime minister, sped to par- 
liament to convey his "enor- 
mous thanks" to supportive 
MPs. The budget will now 
pass to the upper house of 
parliament for approval and 


must then be signed into law 
by Boris Yeltsin, president 

Foreign investors, who 
view the budget as an impor- 
tant measure of Russia's 
ability to achieve sound pub- 
lic finances, welcomed the 
Duma's decision and sharply 
bid up share prices as a 
result 

Jonathan Hoffman, east- 
ern European economist at 
Credit Suisse First Boston, 
the international investment 
bank, said the parliamentary 
vote extended the recent run 
of favourable economic news 
coming out of Russia and 


reduced the chances of the 
sovereign credit rating being 
cut. “Both the global envi- 
ronment and the internal 
environment have swung in 
a perceptively more positive 
direction in the past few 
weeks," he said. "Foreign 
investors have already been 
coming back into the GKO 
[Treasury-bill] market and 
are now showing signs of 
moving back into equities." 

The draft budget forecasts 
a deficit of 4.7 per cent of 
gross domestic product and 
an annual inflation rate of 
less than 6 per cent. Minis - 


ters argued it was the most 
realistic budget to be drafted 
in post-Soviet Russia and 
would help economic 
growth. 

But independent econo- 
mists have questioned the 
likelihood of the government 
hitting its targets in the 
wake of the Asian financial 
crisis. The Russian govern- 
ment’s borrowing costs have 
soared as the central bank 
has raised interest rates to 
defend the rouble. 

Both the government and 
parliament subsequently 
proposed several budget 


amendments, slashing some 
spending programmes and 
specifying that any increase 
in overall expenditure must 
be matched by increased rev- 
enues. 

For the first two months of 
the year, the government 
has stuck to its internal bud 
get plans but claims to have 
increased tax revenues. It is 
also hopeful that a new 
bankruptcy law. which came 
into effect at the beginning 
of the month, will enable it 
further to clamp down on 
the worst corporate tax debt 
ors. 


Brussels 
pushes on 
with tax 
alignment 


By Emma Tucker in Brussels 


The European Commission 
yesterday unveiled the latest 
step in its push to align 
national tax regimes more 
closely and reduce distor- 
tions to the European 
Union's 15-country single 
market. 

The EU executive backed 
proposals drawn up by Mario 
Monti, single market com- 
missioner. designed to elimi- 
nate taxes levied at source 
on payments of interest and 
royalties between companies 
operating across EU borders. 

If the plans become law, 
associated companies in dif- 
ferent member states would 
pay tax on interest and roy- 
alty payments only once, in 
the country where the com- 
panies receiving the pay- 
ments are located. Associ- 
ated companies must have 
cross-shareholdings of at 
least 25 per cent. 

“Once adopted by the 
Council, this measure will 
remove a significant tax 
handicap to companies' 
cross-border operations 
within the single market," 
said Mr Monti. 

Taxes levied at source an 
interest and royalties create 
huge problems for compa- 
nies engaged in cross-border 
business, leading to double 
taxation and time-consum- 
ing administration. 

Companies were forced 
into “complex, sub-optimal 
structures’* to circumvent 
the system. Mr Monti added. 
The present situation added 
an extra 1.4 per cent to the 
cost of cross-border transac- 
tions. against the cost of 
domestic transactions: his 
proposal would cut this dif- 
ference to 0.7 per cent. 

The draft law. which 
applies to associated compa- 
nies, goes further than a 
similar proposal withdrawn 
in 1994 limited to payments 
between parent companies 
and their subsidiaries. The 
draft was drawn up after 
finance ministers agreed to a 
tax package in December 
designed to eliminate harm- 
ful tax competition between 
member states. 

The proposal has to be 
adopted unanimously to 
become law; three member 
states - Belgium. Italy, and 
Portugal - have said they 
will not support it, until a 
separate law forcing coun- 
tries to levy a minimum tax 
on income from savings has 
been adopted. 

Absence of a minimum 
witholding tax on savings 
encourages citizens in high 
tax countries, such as Bel- 
gium. to shift savings to 
where little or no tax is lev- 
ied on income from savings, 
such as Luxembourg. The 
Commission is to present a 
draft law for a minimum tax 
on savings “shortly". 
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Kohl to focus on issues closer to home 


By Peter Norman in Bono 


The German people will be 
seeing more of their chancel- 
lor In coming months after 
years in which Helmut Kohl 
has strutted the world rather 
than the domestic stage. 

Now that Mr Kohl feces 
his biggest electoral test 
since coming to power in 
1982, his allies have decided 
the chancellor must busy 
himself more with politics at 
home. On Sunday, Gerhard 
Schr&der of the opposition 
Social Democrats (SPD). 
scored a decisive victory in 
state elections in Lower Sax- 
ony and was promptly 
anointed as the SPD*s chal- 


lenger to Mr KohL 

That made the size of Mr 
Kohl’s task in winning the 
general election on Septem- 
ber 27 clear to his Christian 
Democratic Union and its 
Bavarian sister party, the 
Christian Social Union. 

Writing in Bayerokurier. 
the CSU party newspaper. 
Theo WaigeL finance minis- 
ter and CSU leader, said yes- 
terday the “Union" parties 
could not go back to busi- 
ness as usual after the 
Lower Saxony defeat. A sur- 
vey this week of 1,000 voters 
by Forsa, a polling company, 
found 46 per cent would vote 
for Mr Schroder as chancel- 
lor compared with 25 per 


cent for Mr Kohl. Mr Kohl, 
with Wolfgang Schauble. his 
designated successor, and 
Mr Waigel. have decided that 
Mr Schroder's weakness lies 
in the vagueness and fre- 
quent changes of his politi- 
cal views. They are deter- 
mined to pin him down on 
issues such as tax and pen- 
sion reform, technology, the 
euro and crime. 

At the same time. Mr Kohl 
and the other leaders of the 
Bonn coalition have rejected 
the idea that the 67-year-old 
chancellor should stand 
down as candidate and allow 
Mr Sch&uble. 55. to lead the 
CDUJCSU into the election. 

Mr Waigel yesterday 


warned that a debate about 
Mr Kohl’s position would 
only benefit the govern- 
ment’s opponents. When 
Forsa asked voters to choose 
between Mr Kohl and Mr 
ScbAuble as CDQ/CSU candi- 
date. 39 per cent opted for 
Mr Schauble against 31 per 
cent for Mr Kohl. 

The C DU /CSU are in an 
unenviable position. Mr Kohl 
badly miscalculated in 
believing that Oskar Lafon- 
taine. the leftist SPD leader, 
would emerge as chancellor 
candidate. He is now facing 
an opponent in Mr Schrdder 
who is proving a master of 
election tactics. 

Events over the past week 


suggest Germany may have 
entered a new. more Ameri 
can-style political age in 
which even friends suggest 
it will be difficult for Mr 
Kohl to shine. 

On Monday evening, after 
his selection as SPD candi 
date. Mr Schrbder casually 
mentioned in a television 
interview that he expected 
Mr Kohl would be pushed 
aside as bis party's candi- 
date during the s umm er in 
favour of the more popular 
Mr Schauble. The hint had 
the desired effect and Mr 
Kohl’s CDU allies rushed to 
the chancellor’s defence 
leaving Mr Schrbder with his 
preferred opponent. 


Spanish watchdog sparks string of closures 


Reverberations of 
securities crisis are 
felt globally, writes 

David White 


The Socimer connection 
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B y its size and legal 
implications, the crisis 
that erupted at a 
regional brokerage last week 
Is without precedent since 
Spain underwent its “Big 
Bang" in securities trading a 
decade ago. 

It spawned thousands of 
dismayed investors, fraud 
allegations, a series of appli- 
cations by Spanish compa- 
nies for protection against 
creditors, and precautionary 
measures by bank supervi- 
sors as far afield as the 
Bahamas and Argentina. 

Behind the immediate cri- 
sis. in which $100m of inves- 
tors' money is at risk, lies a 
complex drain of events and 
corporate connections 
stretching from Switzerland 
to South America and to the 
Spanish city of Zaragoza. 

Investigations into AVA, 
the Zaragoza broker, were 
begun by Spain’s CNMV 
securities commission in 
January last year. AVA. set 
up by independent share- 
holders. including some 
locally well-known figures, 
showed spectacular growth 
in barely a year of existence. 
By this year it was manag- 
ing more than Pta45bn 
($300m) in funds. “It seemed 
a lot," say regulators. 

Inspectors. routinely 
alerted by operations involv- 
ing tax havens, were suspi- 
cious about AVA’s use of a 
Bahamas bank as intermedi- 
ary. But they were initially 
reassured to find the bank 
was part of Socimer, owned 
by Trans&frica. a diversified 
trading group which ranks 
among Spain's top 40 compa- 
nies by sales. Both Socimer 
and Transafrica enjoyed a 
solid reputation in Spain. 

Last October, however, the 
CNMV realised that Socimer 
was operating a scheme for 
AVA clients in which the 
securities were not held in 
the investors' names. These 
were short-term “repo" 
investments linked to 
long-term "sovereign debt" 
issued by Latin American 
countries. Clients were 
invited to increase their 
total investment by up to 50 
per cent with low-cost loans. 

The commission cautioned 
AVA. told It to take mea- 
sures to ensure that its cli- 
ents held the securities in 
their own names, and gave it 
a deadline of February 10 to 
comply with rules on inves- 
tor information. Jt did not 
ban the scheme. “The opera- 
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lion is legal," say regulators. 
“What is illegal is not 
informing clients." 

What investors did not 
know, they say. is that the 
securities were pledged by 
Socimer as collateral for 
bank loans to finance its 
bond purchases. AVA says it 
was also unaware. 

Meanwhile, 10.000km away 
in Buenos Aires, problems 
were coming to a head at 
Banco Mede.fi n UNB, a hank 
which Socimer bought in 
1996. Argentina’s central 
bank had been pressing the 
group's owners to recapital- 
ise Medefin UNB. The CNMV 
says it became concerned 
that the Argentinian unit’s 
troubles “could afreet the 
group’s solvency". 

A domino effect was set in 
motion last week when the 
CNMV announced disciplin- 
ary proceedings against 
AVA and its board members, 
saying there were “signs" of 
irregularities including 
infringements of accounting 
rules and failure to provide 
information. On Tuesday, 
AVA filed for suspension of 
payments to creditors. 

The commission’s action 
was also directed against 
Socimer International Bank 
for allegedly failing to regis- 
ter the necessary documents 
as a receiver of funds from. 
Spain. On Wednesday, the 
Bahamas central bank 
suspended the Socimer 
unit's activities for 30 days. 
Socimer says it asked for 
protective measures. 

A day later, Argentina’s 
central bank suspended 
Banco Medefin UNB’s activi- 


ties. And in Spain. Trans- 
dfrica group filed for suspen- 
sion of payments. 

AVA has stopped trading, 
although suspension or pay- 
ments does not necessarily 
oblige a company to do so. 

Investors have besieged its 
headquarters and swamped 
the CNMV’s switchboard 
with more than 200 calls a 
day. About 4,000 people, 
about half AVA’s clients, are 
reckoned to he at risk or los- 
ing their investments. 

However, the CNMV made 
clear last week that up to 
then it had no knowledge of 
either AVA or Socimer fail- 
ing to return clients' invest- 
ments or any irregularities 
affecting other funds under 
AVA's management 

Enrique Coronado. AVA 
managing director, has said 
be was not aware of any 
threat to Socimer’s solvency 
until last month, although 
he knew in December that 
Socimer was borrowing from 
other b anks to purchase 
securities. 

Complicating the whole 
case is an opaque structure 
of holdings in Socimer and 
its parent Trans&frica. for- 
merly family-owned. Trans- 
Africa’s main shareholder is 
Andre & Cie, a wide-ranging, 
privately-owned Swiss group 
in the same business of com- 
modities and shipping. 

Andre & Cie said in a 
statement it could “not 
accept the least responsibil- 
ity" over AVA’s financial 
operations or Socimcr’s rela- 
tions with Medefin UNB. It 
added that its legal advisers 
were preparing action 


“against those who have 
intentionally tri£d to link its 
name to this scandal". It 
argued it had only a minor- 
ity stake in Transafrica 
"without exercising control 
over this company and much 
less any company of the 
Socimer group, in which 
Andre & Cie is not a share- 
holder". 

However, both CNMV reg- 
ulators and the Madrid law 
firm acting for Transafrica 
say Andre & Cie has effec- 
tive control over the capital 
and management of the 
group. The Swiss group 
bought into Transafrica in 
1992, with 49 per cent Ini- 
tially the Salama family, 
which founded Transafrica, 
jointly kept control. But in 
1996. when UBS took a 7.8 
per cent stake. Rafael Sal- 
ama. the chairman, with a 16 
per cent personal holding, 
reached a shareholders’ 
agreement with Andre & 
Cie. A document setting out 
this arrangement is under- 
stood to be io the CNMV’s 
possession. 

Andre & Cie said yester- 
day there was such an agree- 
ment but it only foresaw 
that it should consult with 
Mr Salama ahead of Impor- 
tant shareholder decisions so 
that they could “decide 
together”, but it said the 
agreement bad never been 
employed in practice. 

In addition, say TransAfri- 

ca’s lawyers. Andre & Cie 
has a majority on the hoards 
of both Transifrica and Soci- 
mer Finance Holding, the 
company at the head of the 
Socimer group. 


German 
public 
pay talks 
collapse 


By Graham Bowiey m Frankfurt 


German unions said last 
night that pay talks covering 
3.2m public-sector workers 
had collapsed after they 
rejected a government offer 
of a 1 per cent pay rise this 
year as “unacceptable". 

in the decisive round of 
negotiations in Stuttgart, the 
DAG and OTV public-sector 
unions said government pro- 
posals fell short of their 
demands for a 4.5 per cent 
pay increase. 

The negotiations, which 
are the most important pay 
talks in Germany this year, 
have sparked strikes and 
demonstrations. 

Union leaders were also 
incensed that the govern- 
ment failed to meet their 
demands to bring east Ger- 
man wages and working con- 
ditions in line with those in 
the west 

Some union leaders said 
negotiations would move to 
independent arbitration. 
Herbert Mai, head of the 
OTV union, said: “I see no 
realistic basis for discussion 
in this offer. Jt is deeply dis- 
appointing." 

But Manfred Kanther. who 
leads the talks for the public- 
sector employers, said the 
offer represented a 1.4 per 
cent increase in real terms 
this year and 1.8 per cent in 
1999 when other benefits 
were taken into account. 

“We have made an offer, 
which should be seen in Us 
totality. The unions must 
recognise the complexity of 
the economic situation and 
the public finances." Mr 
Kanther said. 

• Deutsche BA. British Air- 
ways’ German subsidiary, 
accused Lufthansa and its 
partners in the Star Alliance 
yesterday or creating a 
"nogo area” around Frank- 
furt airport, reports Micbad 
Skapinker in London. 

Carl Michel. Deutsche 
BA’s chief executive, said 
the airline hod been forced 
off the Munich-Frankfurt 
route by Lufthansa's faro- 
cutting. 

The airline complained to 
the German cartel office late 
last year. 

It has decided to stop ser- 
vices on the route at the end 
of the month. Deutsche BA 
began flying between 
Munich and Frankfurt in 
November, but demand has 
been poor. 
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Norway delays 12 new offshore projects 


By Tim Bart in Stockholm and 
Robert Coczfae In London 


The Norwegian government 
announced a one-year delay 
in approving 12 new onshore 
projects yesterday in an 
attempt bid to prevent the 
country’s oil-fuelled econ- 
omy overheating. 

The minority centre-right 
coalition, which hopes to 
slow the exploitation of Nor- 


way's oil and gas reserves, 
said the move followed a 
review of all new offshore 
developments. 

"With the general boom in 
the Norwegian economy, the 
government is seriously 
evaluating the increase in 
petroleum investments," the 
petroleum and energy minis- 
try said. 

According to government 
figures, oil and gas compa- 


nies had sought approval for 
investments totalling 
NKr67bn ($8-9bn) this year, 
about 24 per cent above the 
government's budget ceiling 
for such spending. 

Marit Arnstad. energy 
minister, said some projects 
should be delayed to avoid 
Increased costs and capacity 
shortages in areas such as 
rig construction and cornpo- 
nmt supplies. 


Ms Arnstad added: "The 
government has decided to 
approve all projects, but 
with an adjusted implemen- 
tation plan where the 
start-up of Investment for all 
fields under consideration is 
shifted one year from 1998 to 
1999." 

The move is expected to 
reduce investment demand 
by NKrSbn this year and 
NKrl2bn in 1999. Of the 12 


projects affected, officials 
said parliamentary approval 
was necessary in only four 
cases: Snorrc B. Fram, Granc 
and GuIIfaks Satellites phase 
Two. 

The decision to delay pro- 
jects will have little impact 
on current oil prices, say 
Industry analysts, but could 
affect Norway’s medium- 
term offshore production 
outlook. 


news digest 

SINGLE MARKET 


EU seeks advertisement 
law standardisation 


in an effort to remove obstacles to • 

different national laws on advertising. 

has agreed to set up a committee of experts from the member 
states to tackle the problem. • . 

The committee will examine and attempt to eHmlnate i laws .such 
as France’s toi evin. which ressricts advertising for alcohdip 
drinks inside France but exempts many types of French wfna - : 

France argues that the law is to protect public health, but 
drinks importers say it acts as a protectionist measure. The 
Commission has opened an official complaint against 

France. . 

Brussels shied away from full harmonisation, saying It needed 
to respect different cultural and social situations in the various 
member stales. However, it recognised the need to create a 
dear framework within which companies - which increasingly 
want to be able to launch EU-wfde advertising campaigns - can 
operate. 

The new committee will have to assess whether measures 

adopted in the name of public interest objectives such as 
health, the environment and the protection of consumers are In 
proportion to their stated aim or in fact an obstacle to 
trade. Emma Tucker, Brussels 


BANK OF ITALY 


Warning over tax levels 


The Bank of Italy yesterday warned the Italian government that 
the current level of taxation was likely “to distort economic ' 
choices significantly in the tong run and hinder efforts to bring Ihe 
hidden economy Into the open.” 

In Its six-monthly economic bulletin, the bank gave a largely’ 
positive description of the prospects for the Italian economy, say- 
ing annual inflation was “still forecast to be dose to 2 per cent In 
1998” and that the Italian economy “will grow by more than 2 per 
cent” this year. 

However. It warned that “future reductions in the budget deficit 
will have to be achieved by means of structural measures” and 
would have to be accompanied by “a significant reduction In the 
size of the budget Itself’. 

On the outlook for interest rates, the Bank said current policy 
was “aimed at ensuring that short-term interest rates decrease • 
towards the levels prevailing In economies with a longer tradition 
of monetary stability” and “with a view to approaching Emu with 
the exchange rate at a level consistent with toe central 
parity”. 

The bank did not say. however, whether toe next reductions in 
rates would come before or after the May decision on which EU 
states qualify for Emu. James Bfitz, Rome 


SWISS RIGHT-WINGERS 


Holocaust statue hijacked 


Switzerland's problems in recognising its sometimes controversial 
second world war past were highlighted yesterday when a small 
right-wing party hijacked a one-tonne steel memorial, commemo- 
rating the Jewish Holocaust, from toe steps of parliament. 

The sculpture, depicting a figure captured within a 1.5m high 
cube, was taken in the early hours of yesterday morning and 
returned to toe home of Schang H utter, a 63-year-old Swiss 
sculptor. 

The sculpture, Shoah. was already at toe centre of controversy 
because Mr H utter had disagreed with an official decision to 
place it next to a side entrance to toe parliament. Earlier this 
week, he had his exhibit moved during toe night to the front of 
toe parliament's main entrance. 

The right-wing party said that it had removed the “scrap iron”. . 
because Mr Hutter had broken toe rules in the first 
place. . ' 

The controversy comes at an embarrassing time for Switzer? 1- 
land, which has been heavily criticised by Jewish groups tor. Its;.-, 
wartime relations with the Nazis. WilBam Hall, Zurich 


POLISH DEMONSTRATION 


Farmers demand EU subsidies 


Polish farmers demonstrated in Warsaw yesterday to demand.. ; 
that they be given equal treatment with western European farmers 
under the European Union’s subsidised agricultural regime after 
Poland becomes a member. 

Roman Wierzbtaki, head of the Solidarity movement's farming 
wing, warned that forthcoming negotiations with the EU codld - 
end with Poland's farming sector being excluded from toe Com- 
mon Agricultural Policy (CAP) for 10 years. 

Poland’s talks with the EU start formally at toe end of tote . . 
month and are expected to last until 2001 or after. 

•You won’t for 10 years be able to benefit from the CAP, from . 
the subsidies and the help from Brussels which fanners in 
Germany, France. Portugal and Greece will be getting,* sad 
Mr Wlerzbicki. whose movement supports the present 
government. 

The marchers have the backing of Poland’s farm ministry, 
headed by Jacek Janiszewskl. who has staled that Polish farming 
must “immediately be covered by the CAP and benefit from .. . 
structural aid funds" once Poland joins the EU. Polish farms pro-' 
duce around 6 per cent ol the country's GDP but employ around 
25 per cent of the workforce. Christopher Bobinski, Warsaw 


PRESIDENT 'LOST CONFIDENCE UL GENERAL 7 

Portuguese forces chief fired '; 


Portugal’s socialist government yesterday dismissed the chief of 
the armed forces after criticisms of hfe conduct by President 
Jorge Sampaio. Admiral Antonio Fuzeta da Ponte is undw ato od . '■ 
to overstepped his responsibilities by writing a fatter to Mr Sam- ’ 
palo. a socialist, protesting that he had not been consulted over 
toe reappointment of toe country’s air force chief. ’ - : ' 

u LT° Ve seen 35 a show 011 Pofitical authority and sofidwfty .. 
with the president the go v er nment fired the admiral after Mr 
Sampaio said he had lost confidence In his aimed forces chief. ..y 
^“^^wbetween the army, navy and air force over who _j'_: 
srtouid head the armed forces are believed to have contributed to 
the row. Peter Wise, Lisbon 


CARMAKERS LOBBY BRUSSELS 


Appeal against emission rules^ 


Bemd Pischetsneder, the new chairman ol toe European Car- 

SHIZ £ACEA) w,n ^ to Brussels next week to 

response to a European Commission 

ca, up ^ firm * reduC _ 

Ing carbon dioxide emissions. 

** Gwwwa motor show, met ye*- 
POSrt *° n ’ ^ detaite of the meeting, ware 
but dfacussrons were said to have gone wen. implying a 

common position had been reached - . 

meBl Ritt eierregaard. toe environment . 
STlSlr ACEA ’ s res P° nse to the Commission's 

SLTlIlSSr 00me ** ^ voJu "fery cuts in C02 emte- 
atons. The carmakers are aw are that failure to deliver satisfactory 

leyoT Haig Simon I wt^qSk^' ^ "" lmposltion ** a r ™* ndala 7 
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France reveals plan to cut poverty 

Bl Bobert Grahain « .... 


^ erafcun in Pars 

France’s Socialist-led 
government yesterday 
unveiled an ambitious 
*Tr5Gbn <$8.4bn) three-yea^ 
plan to tackle poverty and 
netp those living at the mar- 
gins of society. 

The proposals build on 
existing welfare programmes 
and ideas the previous right- 
wing government had no 
time to introduce. But their 
scope is far broader, trying 
to alleviate problems of up 
to 10m people thougit to be 
living on or close to the pov- 
erty line. 


Details of the funding 
remained vague yesterday. 
In addition to about FFr28bn 
in EU contributions, munici- 
pal administrations and 
fhnds from existing pro- 
grammes, the government 
will have to find FFr22bn 
over the next three years. 

Government officials 
insisted yesterday that the 
impact on the budget deficit 
of the proposals - formu- 
lated by Martine Aubry, 
labour and social affairs 
minister - would be limited , 
if not neutral. They said 
most of the new money 
could be found by. redirect- 


ing and refining existing 
welfare programmes. 

"If this is really the case," 
observed a leading indepen- 
. dent economist, "then we 
are seeing a reworking of 
current programmes and file 
labour ministry has lost out 
in a tug-of-war with the 
finance ministry." 

The proposals' real cost 
will begin to be felt after 
2000. Last week Dominique 
Strauss- Kahn, economy and 
finance minister, said there 
was no margin for manoeu- 
vre in the 1999 budget, 
whose deficit is projected to 
be 2.9 per cent of GDP. 


He also warned it would 
only be possible to reverse 
the rising trend of France's 
debt as a proportion of GDP 
if the budget deficit was 
brought down to 2 per cent 
after 2000. ■ 

Alleviating the problems 
of low income groups has 
been a "priority of this gov- 
ernment since it took office 
last. June. Yesterday’s pro- 
posals follow earlier moves 
to tackle unemployment and 
stimulate domestic demand. 
But the government is under 
pressure from a well-organ- 
ised jobless protest 'move- 
ment, to provide quick solu- 


tions to ease poverty. 

The Aubry plan devotes 
much attention to helping 
first time job-seekers and 
long-term unemployed. The 
measures Include improved 
access to health care; help 
for the chronically indebted; 
housing benefit and assis- 
tance to prevent evictions, 
plus a tax on vacant prop- 
erty, and protection against 
electricity, gas and water 
being cut off. 

The cabinet is due to 
endorse a draft bin by the 
end of the month with the 
proposals becoming law 
before the summer. 


Portugal in painful struggle with its inefficiencies 


Peter Wise reports on hopes that achieving fiscal rectitude for 
Emu accession will provide the opportunity for structural reforms 


an? 


‘This morning’s hour for 
making outpatient appoint- 
ments is over. Please take a 
pink ticket and join the 
queue at Window 17 to be 
informed of the next date for 
making an appointment.' 


I ntoned with the indiffer- 
ence "of a minor bureaucrat 
risen above her station, 
these lines from a Portu- 
guese radio commercial for 
private medical care strike a 
chord of painful recognition 
in a country afflicted with 
one of Europe's most ineffi- 
cient national health ser- 
vices. 

Satirising the system 
requires .only the lightest 
touch of exaggeration for an 
audience accustomed to 
overcrowded hospitals where 
emergency patients in 
stretchers line dingy corri- 
dors waiting to be seen by 
overworked doctors and 
where outpatients queue far 
hours to make appointments 
with specialists they will see 
only months later. 

For many of these 
patients, there was a. hollow 
ring to - the economic tri- 
umph of qualifying for mem- 
bership of the single Euro- 
pean currency that the 
Socialist government pro- 
claimed Last week. In a coun- 
try where average wages are 
less than a third of those in 
EU partners such as Britain 
and France, workers find it 
hard to believe they are 


enjoying an economic mira- 
cle. 

Antonio Guterres, the 
prime minister, wants the 
country to be proud of quali- 
fying for economic and mon- 
etary union in spite of “the 
deep scepticism" expressed 
only two years ago by finan- 
cial markets and some Euro- 
pean governments over Por- 
tugal's ability to discipline 
its public finances. 

While the government cel- 
ebrates catching up with the 
rest of the EU in fiscal recti- 
tude, the Portuguese are 
reminded daily of the deep 
gulf that still separates them 
from most of their fellow 
Europeans in what really 
matters to them: the cost of 
living, real wages, and pur- 
chasing power, as well as the 
quality of social services, 
housing, transport and infra- 
structure. 

I t is a difference acutely felt 
in courtrooms where cases 
can take several years to 
be brought to trial, in the 
most overcrowded prisons in 
Europe, in schools that teach 
three shifts of students day 
and night because of a lack 
of facilities and in the public 
administration, where 
bureaucratic delays and 
entanglements are a con- 
stant frustration to .busi- 
nesses and individuals. 

Implementing structural 
reforms to improve social 
services and industrial pro- 


ductivity has been seen as 
the acid test for government 
for more than a decade. 

The centre-right Social 
Democrats, the main opposi- 
tion party, say the Socialists 
are wasting the “historic 
opportunity" of strong eco- 
nomic growth and sound 
public finances to implement 
such reforms. But the same 
criticisms were made of the 
Social Democrats during the 
14 years, to 1995, that they 
were in power. 

“No one can perform mira- 
cles." Mr Guterres says. 
“Portugal trails decades and, 
in some cases, centuries, 
behind the rest of Europe in 
important areas. No govern- 
ment can put things right 
overnight." 

He believes that by stabi- 
lising public finances to join 
the euro, Portugal has cre- 
ated a solid foundation to 
push through structural 
reforms in a way compatible 
with sustaining a low budget 
deficit. Outlines of compre- 
hensive reforms for the 
health and social security 
systems will be presented to 
parliament next month. 

According to a report pub- 
lished last month by the 
Organisation for Economic 
Co-operation and Develop- 
ment. Portugal’s health sec- 
tor “stands out by its rela- 
tively low efficiency". Male 
life expectancy at 40 and 65 
years in Portugal is among 
the lowest in the OECD 



Guterres: 'Workers understand 
that we cant perform magic' 

area, the report says. 

To help improve the 
health service, the govern- 
ment plans to introduce 
means-tested cost sharing 
far some medical services. 
The universal free provision 
of social services, treasured 
as a “conquest" of Portugal's 
1974 left-wing revolution, is 
also to be diluted in the edu- 
cation and social security 
systems. 

Participating in Emu will 
provide the discipline to pur- 
sue reforms without under- 
mining budgetary restraint, 
according to Mr Guterres. 
“We have achieved fiscal sta- 
bility without negative side 
effects,” he says. “We have 


Serb civilians pull out 
of troubled Kosovo 


not raised taxes or sacrificed 
our social goals. Economic 
growth remains strong, 
unemployment is low and 
workers have benefited from 
small real wage increases.’* 
Big improvements in tax col- 
lecting, cuts in military 
expenditure and the impact 
of lower interest rates have 
also helped lower the deficit 

He says a tight incomes 
policy, which he plans to 
maintain , has made a strong 

contribution to fiscal disci- 
pline, building a foundation 
for more important struc- 
tural changes. “Workers 
have understood that we 
can’t perform magic," he 
says. If productivity reached 
average EU levels, wages 
would follow. 

Mr Guterres argues that 
effective improvements in 
the way social services work 
can only be brought about 
step by step: “Our aim is 
gradually to introduce inno- 
vations that will force a 
break with the past and 
oblige people to change the 
way things are done.” 

To combat red tape, for 
example, “one-stop business 
centres” with on-line connec- 
tions to 30 administrative 
departments have been set 
up where more than 130 
bureaucratic operations can 
be carried out in one place'. 
These would previously have 
required many visits to sev- 
eral different offices. Unfor- 
tunately, because only a 
handf ul of centres have been 
opened so far, the queues are 
getting longer and longer. 


By Guy Dtamore hi Prtefoa 

Serbia’s crackdown on 
suspected strongholds of sep- 
aratist rebels in the southern 
province of Kosovo has not 
only spread panic among the 
ethnic Albanian communit y. 
Serbs, already in a small 
minority, are also packing 
their bags and leaving out of 
fear of an explosive conflict. 

The steady migration of 
Serbs from Kosovo, cradle of 
the first Serbian kingdom 
seven centuries ago, has 
been evident for years. 
Although the authorities do 
not provide figures, local 
officials admitted yesterday 
the exodus was quickening. 

Bosko Drobnjak. the gov- 
ernment spokesman in Kos- 
ovo, said security forces had 
to retaliate against the eth- 
nic Albanian Kosovo Libera- 
tion Army, which he 
described as a “classic ter- 
rorist organisation”. 

“If we don’t suppress ter- 
rorism quickly, then we will 


have a river of Serbs and 
Montenegrins pouring out of 
Kosovo." he predicted. 

Last weekend police units 
with helicopters and 
armoured vehicles launched 
raids on villages in central 
Kosovo long known for their 
resistance to foreign rule. At 
least 25 ethnic Albanians 
and four Serb policemen 
were killed in the bloodiest 
episode in the province since 
the second world war. 

Ethnic Albanian political 
leaders accused the Belgrade 
government of the same 
“ethnic cleansing” of Kosovo 
as happened during the civil 
war in Bosnia, when Mos- 
lems and Croats were 
expelled from their homes or 
massacred by Serb forces. 

“Serbs want a Kosovo 
without Albanians. That’s 
the bottom line.” said Alush 
Gashi, adviser to Ibrahim 
Rugova, the leader of 
the Kosovo Albanians 
who heads a peaceful cam- 
paign for independence. 


Not an Serbs believe the 
government line that the 
police raids were an efficient 
operation that resulted in 
the deaths of J6 “terrorists". 
They know the same units 
used in Bosnia and Croatia 
during the disintegration of 
former Yugoslavia are capa- 
ble of atrocities in Serbia. 

Given the Albanian tradi- 
tion of blood feuds and 
revenge, the next targets 
could be ordinary Serb civil- 
ians, who have so far been 
removed from the conflict. 

Among those fleeing are 
Serb refugees from Bosnia 
and Croatia, forced by Bel- 
grade to settle in Kosovo, in 
1981 Serbs made up about 20 
per cent of Kosovo's popula- 
tion. Today they number 
about 10 per cent of its esti- 
mated 2m people. 

"We are fed up with ter- 
ror," said Vera Ratten, one of 
more than 200,000 Serbs 
driven out of Croatia in 1995. 
Of thi9 group, about 20,000 
were sent to Kosovo. 


Georgia tries to take 
control of its borders 


By Sefina VfiKams fa Thfflsl 

fiamal visitors crossing the 
border between Turkey and 
the former Soviet republic of 
Georgia are often surprised 
when confronted by Russian 
border guards demanding to 
see their documents. 

Until early this year, cargo 
ships comin g through Geor- 
gia’s main port of Poti - the 
crux of an ambitious plan to 
restore the silk route 
between Europe and Asia - 
were greeted by Russian, not 
Georgian, coast guards. 

For Georgia, independent 
sinro 1991, taking control of 
its land border with Turkey 
and its Black Sea coast has 
become a matter of both 
political and economic 
importance. It will be the 
main topic of next week’s 
negotiations in Tbilisi when 
a timetable for the handover 
of facilities will be discussed. 

More than political inde- 


pendence is at stake. Geor- 
gian officials complain that 
trade is hampered by compli- 
cated clearance procedures 
that force lorries to wait at 
least 30 hours at the border 
with Turkey - Georgia’s 
leading trading partner. 

Ultimately, the negotia- 
tions are an indication of the 
difficult relations between 
Georgia, with a population 
of 5.5m. and its much larger 
and more powerful northern 
neighbour and one-time 
ruler. Russia, which still 
maintains four military 
bases in Georgia. 

Under a 1994 agreement, 
about 2,500 Russian troops 
were to guard Georgia’s bor- 
ders and gradually train and 
equip a native force to take 
over. But Georgian officials 
say Russia has not lived up 
to the accord. 

“Just last year Russia 
handed over a base near Tbi- 
lisi. and it was in a pitiful 


state.” said Maj Gen Valeri 
Chkheidze. chief of Georgia's 
5.500 border troops. 

“All the equipment was 
gone and the facilities were 
wrecked. Windows were bro- 
ken and concrete had been 
poured into the lavatories. 
The damage amounted to 
$L2xn,” Gen Chkheidze said. 

Although Russia denies 
responsibility for the dam- 
age at facilities, Georgia has 
decided to look elsewhere for 
help. Since January, it has 
controlled one-third of its 
coastline with a fleet of il 
boats provided by Germany, 
Turkey, Greece and Ukraine. 
It hopes that by summer the 
whole coastline will be 
under Georgian Jurisdiction. 

But controlling the land 
border with Turkey requires 
about $50m for communica- 
tions and surveillance facili- 
ties. and it wQl take another 
two years before Georgia can 
fully control that border. 
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We made 6 promises to ourselves before 
developing these solar energy cells. 

O Create the multicrystal photovoltaic cell with the highest energy conversion efficiency in the world. 

Kv-icera holds ine world record energy conversion efficiency rating for a 15cm by 15cm multicrystal 
ohoiovohaic cell’. 1 7.1%. Thus, more sunlight is converted into more energy more evidently.* 

Q Make solar cells affordable for more households. Kyocera was the first company to perfect rnuiticrystal 
ceil technology. These efficient, less expensive ceils make solar energy a more practical option for many 
homeowners. 0 Design the largest photovoltaic cell in the world. Solar energy modules employing 
iara( . i0 ! ar reiis can more efficiently absorb and convert sunlight into energy. Kyocera mass produces tne 
iai qes: rarclioral photovoltaic cell: 1 5cm by 1 5cm. O Use resources that are plentiful to reduce strain 
on the environment. Silica, the essential ingredient of our multicrystal cells is found in sand-one of the 
most abundant raw materials imaginable. © Gradually reduce the thickness of the cell. Thinner 
muiticr.'Stai ceils require less resources and are less expensive to produce. Our goal is to make solar cells 
ihar are i. pinner than one-tenth of the current standard. 0 Become one of the leading producers of 
solar cells in the world. Every solar cell we put into circulation helps reduce carbon dioxide emissions and 

the danger of global warming. 'Someday. Kyocera plans 

; -c ?; ,;f nf promise, it Sftoutc ce owiuucu w.-u, -y— - 


And one million to the earth. 
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Each one wrapped In sunshine. 

It’s not difficult to see where much of fife on earth draws its 
energy from. That’s why we plan to be instrumental in placing solar systems 
on one milon rooftops by the year 2010 . Bringing us much 
doser to reducing the effects of global warming, 
and helping the earth to breathe a little easier. 
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WORLD TRADE 


EU and US press Tokyo to 
reject NTT fees proposal 


By WcMyo NaKamoto In Tokyo 

Japan's ministry of posts 
and telecommunications is 
under mounting pressure to 
reject a proposal by NTT on 
the fees it charges other tele- 
coms carriers connecting to 
its network. 

Hie European Union and 
the US are both urging the 
Japanese authorities to 
reject the NTT proposal, 
which they say maintains 
interconnection charges at 
unacceptably high rates and 
hampers competition. 

“It is a matter of effective 
im ptem pn tarinn of the WTO 
telecoms agreement. What 
the ministry of posts and 
telecommunications is going 
to do regarding interconnec- 
tion charges is a test of their 
commitment to effectively 
increase and improve compe- 
tition in the Japanese mar- 
ket,'’ said an EU official. 


Charges for connecting to 
the network of NTT. which 
has a virtual monopoly of 
Japan's domestic network, 
are a major component of 
competing carriers’ costs. 

Many Japanese carriers 
have long complained that 
high access charges have 
hampered their ability to 
provide low cost services 
and compete effectively with 
NTT. The profits of foreign 
telecoms companies keen to 
tap into Japan's huge tele- 
coms market are also sub- 
stantially affected by NTT’s 
charges. 

An EU official said NTT 
rates were nearly twice 
those of nearly all EU mem- 
ber states. ’’Compared with 
previous rates the new pro- 
posal does not represent a 
significant change. This will 
be very detrimental for not 
only foreign carriers but for 
Japanese carriers as well." 


the official said. 

US officials point out that 
NTT’s proposed rates, which 
are based on cost, are 
between three and five times 
higher than the best practice 
rates in other countries. 

Japanese carri ers w hich 
must connect to NTT’s net- 
work say the interconnec- 
tion proposals put forward 
by NTT lack transparency. 

The US has asked Japan to 
adopt by the end of the year 
a long-run incremental cost- 
ing system, which looks at 
current cost rather than his- 
torical cost. NTT. the former 
public utility, has had histor- 
ically high costs. But so far 
Japanese telecoms authori- 
ties. which are aiming to 
make the decision next year, 
have been reluctant to bring 
their plans forward. 

• Japan is also under pres- 
sure to deregulate its mar- 
kets and stimulate demand 


due to concerns among its 
main trading partners that 
Japan's weak economy 
would spur it to export its 
way out of recession. 

EU and US officials visit- 
ing Tokyo this week urged 
Japan to implement an 
ambitious new deregulation 
package in addition to fiscal 
stimulus measures. 

The officials also voiced 
concern that the weakness 
of Asian markets affected by 
the currency crisis and 
Japan’s domestic slump 
would lead Japan and dis- 
tressed Asian countries to 
boost exports to developed 
markets. 

The impact of the Asian 
crisis on Japanese exports is 
already evident in recent 
trade figures. While exports 
to the US and EU have con- 
tinued to rise by double dig- 
its, exports to Asia are fall- 
ing. 
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FOOD STANDARDS 

Consumers pledge to 
fight on for database 

Consumer organisations have pledged to . 

nnTnrematior^ database to monitor rejected food shipments.: .. 
^nT^n government 

"SSSZSSZ * 

iradf™ one government delegatioa.-tumed these words W . 
commitment into real action.” said Sally 

lev officer at the Australian Consumers Association. .. , • 

V Ms Nathan put the proposal to the Melbourne meeting on . 
behalf of Consumers International, an - • 

consumer organisations, which wants to prevent uOM I. .being, ... . 
dumped on unsuspecting third countries. ^T^argued- 
against a global database on several grounds ' 
J£e misuse of data and potential disputes betw ^coun trlea: - 
The World Health Organisation representative at the meeting .. 
SSS a Zworfol national databases aooesslbte yta-the , _ 
internet as an alternative. The EU said to database would soop - 
oe available on the internet Alison Maitland. London > 


Call for chan ge; J apanese and foreign operators are 
challenging NTT’s high connection charges 


Barshefsky studies plan 
for transatlantic talks 

By Nancy Dunne and Heather ~ “ “ ~ 

Bourtieau In Washington Commissioners back Brittan plan 


Transatlantic internet 
cable goes into service 


Charlene Barshefsky, US 
trade representative, said 
yesterday she was studying 
proposals from Sir Leon Brit- 
tan to expand the US-EU 
trade ties, the so-called 
Transatlantic Marketplace, 
and would confer with Con- 
gress. 

Her predecessor, Mickey 
Kan tor. now a lawyer to the 
president, also proposed a 
"Quad round" in which the 
US, EU, Canada and Japan 
engaged in their own trade 
liberalisation talks. 

Keith Rockwell, World 
Trade Organisation spokes- 
man, said new US-EU talks 
could remove the irritants 
between the two most pow- 
erful entities in the WTO but 
there was concern over 
whether benefits would be 
passed on to the rest of the 
world. 

Speaking at a gathering of 
trade economists, theorists, 
lobbyists and officials. Ms 


Most European commissioners 
supported the Transatlantic 
Marketplace proposals In their 
first discussion yesterday, 
although the two French 
commissioners, Yvee-Thibault 
da Sflguy end Edith Cresson, 
expressed "strong reservations," 
writes Neil Bucldey in 
Brussels. Mr de Silguy said the 
idea risked becoming a 
“Titanic". He was concerned 
that, with the EU enjoying a 


Barshefsky said inclusion of 
basic worker rights rules in 
the WTO was "critical" in to 
maintaining public support 
for the international trade 
system. “Market liberalisa- 
tion alone is not enough,” 
she said. “The WTO should 
build consensus that trade 
brings wealth" not only to 
_big corporations but to work- 
ers. 

The forum, sponsored by 
The Brookings Institution. 


$17.6bn trade surplus with the 
US last year, the US would try 
to use the talks to move the 
trade balance in Its favour. 

Jacques Santer, Commission 
president, said any agreement 
should not undermine any 
multilateral trade negotiations, 
or the EU’s privileged 
relationship with third countries 
such as the African. Caribbean 
and Pacific nations, and central 
and eastern European states. 


celebrated the 50th anniver- 
sary of the General Agree- 
ment on Tariffs and Trade, 
under which the global trade 
rules were written. 

The occasion, attended by 
four former trade representa- 
tives. and Rena to Ruggiero, 
director general of the WTO. 
centred on the future of US 
trade policy. 
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By Alan Cane in London 

The first transatlantic 
submarine telecoms cable 
network to cater principally 
for internet traffic has gone 
into service ahead of sched- 
ule. 

The new network. Gemini, 
will provide much needed 
new capacity for data com- 
munications between the US 
and Europe where demand 
i for internet services is at its 
most intense. 

The network Is capable of 
carrying voice conversations 
and packets of internet infor- 
mation at speeds of up to 
30 bn bits of data a second, 
roughly equal to 500.000 
simultaneous telephone 
calls. 

At present the network is 
carrying equal volumes of 
voice and data traffic but its 
owners expect the ratio will 
move to 95:5 in favour of 
data within five years. 

Costing about $500m to 
lay, it is the first of an 
“intermediate” generation of 


high capacity submarine net- 
works to be commissioned 
because of the booming 
demand for internet ser- 
vices. 

Owned by Cable and Wire- 
less of the UK and World- 
Com of the US. it was laid in 
only 18 months by the con- 
tractors Alcatel Submarine 
Systems and C&W Marine. 
Jeremy Thompson, manag- 
ing director of Gemini, said 
the speed of construction 
was “unheard of’ within the 
cable industry. 

Connecting London and 
New York, Gemini com- 
prises two separate networks 
with elaborate built-in mea- 
sures to ensure the cable 
continues to function despite 
damage or other mishap. 

If a ship's cable were to 
cut through one link of the 
network, for example, trans- 
mission would continue 
uninterrupted over the 
other. At least half the 
cable's transmission capac- 
ity is reserved for emergen- 
cies. 


Gemini is also unusual in 
that the two end cities are 
connected directly, unlike 
other transatlantic cables 
which terminate on shore so 
that operators have to use 
other networks to deliver 
calls to destinations in Lon- 
don or New York. 

Gemini is now being used 
by its owners and by many 
other companies including 
big telecoms groups and 
internet service providers. 

The demand for internet 
services has resulted in a 
number of ventures to pro- 
vide extra sub-sea capacity. 
This year, Atlantic Cross- 
ing-1, owned by Global Tele- 
systems. is expected to come 
into service offering speeds 
of 40bn bits a second: next 
year Atlantis-2, owned by 
Telefonica and Embraytei 
among others, is expected to 
be commissioned. 

The next generation of 
cables due to be deployed in 
2000-2005 is expected to 
increase transmission capac- 
ity tenfold. 


MOSCOW AIRPORT 


Terminal contract awarded 

A consortium of German and Russian companies yesterday won 
a $75m contract to build a new passenger terminal at Moscow's 
delapidated and outdated Domodedovo airport. The alport, built 
in 1964. is a base for Russia's ZAO East Line airline which has 
invested Si 71 .3m in upgrading cargo facilities and hahdSng.East‘ 
Line awarded the passenger terminal contract to a consortium- * 
comprising Hochtief Lahmeyer International of Germany, Ate of 
Switzerland, and two Russian companies. The first part of Hie •. 
new terminal is scheduled lor completion by the end of 1999. 

East Line expects a rapid rise In passenger traffic ioBbwnng a 
surge in air travel in recent years and growth of 7 per cerit at 
Moscow's four airports last year. The upgraded facility tsprt%- 
ected to handle 1 .5m passengers a year. Domodedovo airp ort., - 
handles 45 per cent of Moscow airports' cargo volume and Estst ; 
Line is building a SI 4m addition to the cargo terminal to add a , 
further 800 tonnes of capacity. International Staff .. •/’. . . 


ALLOY IMPORTS 


EU imposes dumping duties ^ 

The European Union yesterday imposed anti-dumping duties on 
imports of Chinese ferro-silico-manganese. an alloy used bvsteel 
making. The EU will also extend duties on imports of the aHoy 
from Ukraine, but decided to end duties on imparts from Brazil, 
South Africa and Russia. Provisional dumping duties were 
imposed on imports from China last September, sparking a row 
with Beijing. China argued that its prices were naturally (oW_“- 
because companies had low labour and operational costs anehfid- 
not have to pay for environmental damage. ‘ ~ ’■ 

“Dumped imports, by volume, originating in the Peoples' 
Republic of China, increased from around 12,000 tonnes in 1993 
to 75,400 in 1996, an increase of 526 per cent," the EU said. 

A duty of Ecu 58.3 per tonne had been calculated pn the- bwta 
of the injury margin to apply to imports from China. . ‘ 

The EU said it had decided to set a dumping duty of.£cu150 
(Si 66) per tonne on imports from Ukraine, ft said theft although 
export volumes had declined between 1993 and 1996. there was 
a strong chance exporters would try to regain EU market share 
due to a decline in domestic demand. Reuters, Brussels 


INTERNATIONAL 


Israeli envoy is chosen to head Mossad 


By Avi Mactdls in Jerusalem 


Benjamin Netanyahu, 
Israel's prime minister, yes- 
terday appointed Ephraim 
Halevy, Israeli ambassador 
to the European Union in 
Brussels, to head Mossad. 
the intelligence agency 
recently rocked by a series 
of blunders. 

Mr Netanyahu also 
appointed Major-General 
Amiram Levine, currently 
head of the Israel Defence 
Force's Northern Command, 
as deputy Mossad chief. The 
appointments will soon be 
submitted to the cabinet for 
approval. Mr Halevy is 
expected to take his post 
within weeks. 

Mr Halevy will replace 
Danny Yatom. the Mossad 


chief who resigned last week 
after a government 
appointed committee found 
him responsible for the 
botched Mossad assassina- 
tion attempt on Khaled 
Meshal. an Islamist official, 
in Jordan last September. 

His resignation followed 
another bungled operation, 
when a team or Mossad oper- 
atives were caught by Swiss 
police trying to plant phone 
taps in -Bern. 

Before being appointed to 
his post in Brussels in 1995, 
Mr Halevy served in Mossad 
for decades. He joined the 
agency in 1961, serving in 
several pasts and rising to 
become deputy to Shabtaj 
Shavit, former Mossad chief, 
between 1990 to 1995. Mr Hal- 
evy was born in the UK in 


Outspoken Weizman defeats Netanyahu’s man 


Israel's parliament yesterday 
voted 63 to 49 to re-elect Ezer 
Weizman to a second five year 
term as president, after a 
politically and ethnically charged 
campaign for the ceremonial 
position, writes Avi Machfis in 
Jerusalem. Mr Weizman beat 


1934. He had a close relation- 
ship with Yitzhak Rabin, the 
former prime minister assas- 
sinated in November 1995. 

Those ties dated back to 
the early 1970s. Mr Rabin 
had appointed Mr Halevy as 
a special liaison to King Hus- 
sein of Jordan. 

Mr Halevy played a signifi- 
cant role in Israel’s peace 


Shaul Amor, a backbencher 
from the Likud party of 
Benjamin Netanyahu, the prime 
minister. Mr Netanyahu had 
endorsed Mr Amor, who was 
considered the first 
representative of Israel’s 
efisadvantaged Sephardic 


talks with Jordan. His close 
ties with the Hashemite 
kingdom even led Mr Netan- 
yahu to call on him to nego- 
tiate with King Hussein after 
Mossad's embarrassing oper- 
ation last year. 

Experts say Mr Ha levy’s 
appointment is aimed at 
smoothing relations with 
Jordan, which were severely 


[Oriental] Jewish community to 
run for the post During Mr 
Wefzman'8 first term, the 
popular 73-year-oW former air 
force general and veteran 
politician stretched the limits of 
the apolitical presidency wrth 
outspoken comments. 


strained by the fiasco. 

Mr Netanyahu said Mr 
Halevy’s first task will be to 
implement the recommenda- 
tions of a report made by the 
government-appointed com- 
mittee. The committee made 
several recommendations Tor 
reforming the agency, but 
did not publicise them Intel- 
ligence experts have said in 


Israel under new pressure to compromise for peace 


Netanyahu has been pushed on to 
diplomatic defensive by Syria’s shrewd 
manoeuvring, writes David Gardner 


K ofi Annan, the United 
Nations secretary- 
general. had planned to 
be in the Middle East last 
month anyway. 

Not in Baghdad telling 
Saddam Hussein that Iraq 
must comply with UN Secu- 
rity Council resolution num- 
ber 687 on chemical and bio- 
logical weapons. But in the 
countries concerned with a 
longer and older list of Coun- 
cil resolutions on Israel’s 
continuing occupation of 
Arab land - in the West 
Bank and east Jerusalem, in 
Syria’s Golan Heights and 
the so-called “security zone” 
Israel has carved out of 
south Lebanon. 

One suds resolution, num- 
ber 425 of March, 1978. call- 
ing on Israel to “withdraw 
forthwith its forces from all 
Lebanese territory”, reap- 
peared on the regional 
agenda this week after an 
apparent offer by Benjamin 
Netanyahu, the Israeli prime 
minis ter, to pull out Of the 
“security zone”. 

The Israeli leader, elected 
on a pledge to subordinate 
the land-for-peace process 
with the Arabs to Israel’s 
strategic need for a buffer of 
conquered land against its 
neighbours, said at Sunday’s 


cabinet meeting Israel is 
willing to withdraw. But 
only if the Lebanese govern- 
ment “cooperates with us in 
the establishment of appro- 
priate security arrangements 
in south Lebanon”. 

As an offer, this is widely 
regarded as a non-starter. 
Lebanon and, more to the 
point. Syria - which has 
overall political and military 
control of the Lebanon - 
insist that resolution 425 
requires Israeli withdrawal 
without preconditions. 

But as a tactical move, the 
Israeli initiative may have 
mileage. Mr Netanyahu’s 
objective appears to put 
Syria on the spot, at a time 
when the regional tide has 
been flowing in favour of 
Damascus, while Israel has 
become more isolated. 

Mr Netanyahu came to 
power in mid-1996 saying 
Israel would not surrender 
the Golan Heights, captured 
from Syria in the 1967 Arab- 
Israeii war. and that the 
amount of West Bank land 
the outgoing Labour-led 
coalition proposed to return 
to the Palestinians under the 
1993 Oslo accords threatened 
the survival of IsraeL 

In negotiations with the 
previous Israeli government. 


Syria came close to getting 
back its land in exchange for 
peace. Under Mr Netan- 
yahu's coalition of right- 
wing nationalists and reli- 
gious fundamentalists, there 
have been no further talks 
with Syria, while the Oslo 
process with the Palestin- 
ians has been deadlocked for 
over a year. 

About 18 months ago, 
President Hafez al-Assad of 
Syria was a lone voice call- 
ing for a united Arab front 
against further concessions 
to IsraeL But the virtual col- 
lapse of the Middle East 
peace process. Arab percep- 
tions that the US is unwiH- 


By moving to end its own 
20-year feud with Iraq, Syria 
has contributed significantly 
to the rehabilitation of Presi- 
dent Saddam Hussein, whose 
ministers are now received 
in most Arab capitals. And 
Mr Assad has also managed 
to alarm fellow Arab rulers 
about the potential threat 
posed by Israel’s growing 
alliance with Turkey. 

By contrast, it is now 
Israel which appears as 
intransigent and the obsta- 
cle to a comprehensive peace 
settlement in the region. 
And the US stands widely 
accused - even by Its Arab 
allies like Egypt and Saudi 


Only about 18 months ago. President 
Hafez al-Assad of Syria was a lone 
voice calling for a united Arab front 
against further concessions to Israel 


ing to push Israeli to honour 
existing agreements, and 
hostility throughout the 
Arab world to US threats to 
bombard Iraq, have all led to 
a regional regrouping 
around Syria's position. 

Damascus has brokered an 
Arab rapprochement with its 
ally Iran, most visible in last 
week’s meeting in Saudi 
Arabia between King Fahd, 
the Saudi ruler, and AJi 
Akbar Hasbemi Rafeanjafli. 
the former Iranian president. 


Arabia - of double standards 
in insisting on absolute com- 
pliance by Iraq with the UN. 
while tolerating Israel's 
serial flouting of Security 
Council resolutions over 30 
years. 

In this context. Israel’s 
apparent willingness to com- 
ply with the 20 year-old reso- 
lution 425 could make Mr 
Netanyahu look more like a 
peacemaker to international 
public opinion, and move the 
spotlight away from the 


recent weeks that the 
agency is headed for a 
shake-up. 

Mr Netanyahu said yester- 
day that Mossad had been 
dealt a severe blow by the 
agency’s recent blunders, 
and a flood of media reports 
that has forced it out of the 
shadows. “I Intend to return 
the agency to the secrecy it 
operates under.” he said. 

Israel yesterday denied 
reports in The Times of Lon- 
don. which quoted a Mossad 
official who said the agents 
caught in Bern last week 
were trying to assassinate 
two businessmen with sus- 
pected links to Hizbollah, 
the Lebanese Shia Islamist 
movement fighting to oust 
Israel from occupied south 
Lebanon. 


impasse with the Palestin- 
ians. Israel undoubtedly also 
wants to deprive Syria of 
Hizbollah, the Lebanese Shia 
Moslem movement, origi- 
nally inspired by Iran, fight- 
ing the occupation forces in 
the “security zone”. 

Hizbollah guerrillas oper- 
ate under Syrian patronage, 
serving Damascus as a 
reminder to Israel that there 
will always be a price for 
keeping the Golan Heights, 
even if Syria cannot retake 
the strategic plateau by 
force. The Israeli army bas 
suffered a steady increase in 
casualties to Hizbollah, lead- 
ing to domestic calls for a 
unilateral withdrawal. 

Such a pullback, however, 
appears unlikely. Israel first 
wants the Lebanese army, 
possibly backed by UN-man- 
dated forces, gradually to 
move into the “security 
zone” and disarm Hizbollah. 
This is something Mr Assad 
will not accept, and which 
Lebanon therefore cannot 
accept- 

Nevertheless, the Israeli 
initiative is politically better 
designed than a previous 
so-called “Lebanon First” 
policy. Shortly after taking 
office. Mr Netanyahu mooted 
a withdrawal linked to Israel 
signing a security treaty 
with Lebanon. This was a 
transparent attempt to split 
Lebanon from Syria, just as 
Israel had, in Mr Assad's 


■Marty zom* 
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view, weakened the Arabs 
by negotiating separate trea- 
ties with the Palestinians 
and with Jordan in 1994. 

The revamped offer on 
Lebanon appears designed to 
achieve the same ends, while 
moving closer to the original 
UN resolution. Mr Netan- 
yahu is due to tour Europe 
soon and has already des- 
patched senior aides to Paris 
in the hope that France - 
which played an Important 
role in securing the UN 
agreement with Baghdad - 
will help Israel sell the pro- ' 
posal. 

At the very least the I 
Israeli leader will be hoping 
to recover some of the diplo- 
matic Initiative he bas lost 
to Mr Assad over the past 
year. 


Nigeria’s fears 
of instability 
belie calm image 


The heavy-handed police 
response to a Nigerian oppo- 
sition march shows how pre- 
carious is the stability 
imposed by military ruler 
Sani Abacha. analysts said 
yesterday. Reuters reports 
from Lagos. 

The teargas, clubs and 
arrests used to stop a few 
dozen protesters against 
Abacha in Lagos on Tuesday 
tarnished a day that was 
meant to be his. 

In Abuja scores of thou- 
sands joined a huge state- 
backed rally to call on him 
to transform himself into a 
civilian president 
"The fact that the 
response is so severe shows 
just how seriously the secu- 
rity boys take any opposi- 
tion. It suggests they are 
worried about what might 
happen if people really could 
say what they want” com- 
mented one African diplo- 
mat in Lagos. 

The resurgence of street 
violence - at a very minor 
level compared with the 
riots Gen Abacha 's forces 
put down in 19M - worried 
traders at the Lagos stock 
exchange, who said it was an 
important factor in the faff 
of the all-share index on 
Tuesday. 

The currency, the naira, 
kept its value yesterday 
after intervention by the 
central bank, but has lost 
more than 10 per cent of its 
value against the dollar this 
year - partly through capital 
night fuelled by fears of 
political instability in the 
run-up to elections planned 
for August. 

All eyes are on the elec- 
tions and the widespread 
expectation that Gen Abacha 
intends to run for the presi- 
dency of the oil-producing 
country of more than 104m 
people. He has not said he 
will, though the open sup- 
port of state agencies for the 
Abuja rally has done noth- 
ing do scotch the impression 
that he plans to stay. 

But political analysts say 
the need to squash tile Lagos 
rally shows Gen Abacha is 
far from winning the 
genuine acclaim of all 
Nigerians that he would 


dearly like. 

Gen Abacha. a reserved 54- 
year-old infantry general 
who rarely appears in pub- 
lic. took power in the- tur- 
moil that followed the 
army's annulment of 1993 
elections as Moshood Abtola, 
a south-western tycoon, was 
poised to win. 

A northerner. Gen Abacha 
promised stability at a time 
when pundits were predict- 
ing that the ethnically-di- 
vided nation, which fought a 
bitter civil war in the 1960s, 
could break apart 
As strikes and protests 
died down and a measure of 
economic stability returned, 
the image-makers increas- 
ingly portrayed Gen Abacha 
as not only a national sav- 
iour but also a regional one 
for his efforts to bring 
peace to Liberia and Sierra 
Leone. • • 

The approaching elections 
have driven the personality 
cult to new heights with the 
launch of Abacha brand rice 
and television sets and the 
Sani Abacha Foundation for. 
Peace and Justice. 

But cracks fa. the 
paintwork are far from invis- 
ible. The unity of the army 
was put in question by the 
arrest in December of.- Lieu- 
tenant-General Oladipo Diya, 
Gen Abacba's foiihfa‘ : dep- 
uty. and more than 20~otiH£S 
for plotting to murder- him 
and take power. . • -- '= • 
They are undergoing a . 
secret trial and Eaae passible 
execution if found gailty. 

Meanwhile analysts say 
the macroeconomic stability 
Gen Abacha conjured 
through tight spending con- 
trols looks fragile , as. under- 
funded state companies slow 
down and the price of 
Nigeria’s crude oil slips 
below budget hopes on world • 
markets. 

The coming elections also 
mean renewed calls from, 
western countries far genu- 
ine democracy - and' . the 
release of dozens of political . 
prisoners. So far their- lim- 
ited sanctions have hadlitfie . 
effect. “Nobody has the 
impression that all is welL" 
said one western banker in 
Lagos. 
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Allianz 


Joint bookrunner for the largest 
German convertible issue 
DEM 2 billion 
3% exchangeable bonds 
due 2003 



Joint bookrunner for the largest 
ever fixed rate international 
bond issue for the Republic of Italy 
EURO 4 billion 
5°'o bonds due 2008 



Sole bookrunner for the debut 
EURO denominated benchmark 
issue for a Dutch borrower 
EURO 750 million 
5% bonds due 2005 


Advised and executed 
GBP 300 million share buyback 
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Advising broker to Argos in 
defence of the hostile bid from 
Great Universal Stores 


Sole bookrunner for the first 
EURO denominated 
convertible issue 
EURO 75 million 
l°b exchangeable bonds due 2003 


Sole bookrunner for the debut 
EURO denominated bond issue 
for the Republic of Argentina 
EURO 400 million 
8.75% bonds due 2003 




Sole bookrunner for the debut 
EURO denominated benchmark 
issue for an Austrian borrower - OKB 
EURO 750 million 
5.25% bonds due 2008 



Structured the first securitisation 
of Paris Club debt 
Optimum Finance for Sace 
USD 650 million bonds due 2013 


SIEMENS 



wPSA 

The World's Fort of Call 


Advised PSA Corporation of 
Singapore on Italian ports 
partnership 
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REED ELSEVIER 


Advised Reed Elsevier on 
GBP 860 million 
management buyout of IPC 
Magazines by Cinven 
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Beijing to 
tighten up 
on budget 


By James Kynge in Belong 


China was yesterday 
preparing to announce a 
mildly contractionary bud- 
get for 1998, raising fresh 
doubts over whether the 
country will be able to 
achieve its target of 8 per 
cent economic growth. 

Liu Zhongli, finance minis- 
ter, is due to propose a bud- 
get deficit of Yn46bn ($5.6bn) 
for this year, against an 
actual deficit of Yn55.5bn 
last year, according to offi- 
cials famili ar with the bud- 
get report 

Government spending was 
expected to rise this year by 
just 10 per cent on 1997. 
when expenditure climbed 
by 15.6 per cent, according to 
the budget report 

Mr Liu Is scheduled to 
deliver his budget address at 
the National People’s Con- 
gress fNPQ, or parliament 
tomorrow. 

Some Chinese and foreign 
economists had hoped the 
government would seek to 
reflate an economy showing 
signs of fatigue. 

Successive months of price 
deflation, oversupply of 
goods, sluggish foreign 
investment commitments 
and concern over the fall-out 
from Asia's financial crisis 
have prompted predictions 
that economic growth this 
year may slow. The economy 
grew at 8-8 per cent last 
year. 

Some economists have 
questioned the accuracy of 
China's headline growth fig- 
ures. They note that, accord- 
ing to a statistics bureau 
report which was released 
yesterday, cargo traffic on 
railways and roads in 1997 
increased by l and 3.1 per 
cent respectively. 

The economists argue that 
these figures would nor- 
mally be expected to grow 
by about the same magni- 


tude as gross domestic prod- 
uct. 

Mr Liu Hong, director-gen- 
eral of the statistics bureau, 
was adamant: “I can tell you 
that this [8.8 per cent growth 
figure] is actually consistent 
with the facts.” 

Fixed asset investment 
this year was predicted to 
rise by more than 10 per 
cent, compared with the 
actual 10.1 per cent growth 
which China achieved last 
year, he added. 

Li Peng, who steps down 
as premier this year, was 
due to announce today that 
infrastructure spending this 
year will focus on the trans- 
port, telecoms, energy and 
high technology industries, 
according to a copy of the 
report he is due to deliver to 
the NPC. 

Zhu Rongji, vice-premier 
in charge of the economy, 
who is almost certain to be 
elevated to the post of pre- 
mier at the NPC, spent much 
of yesterday in discussions 
with top Chinese econo- 
mists. 

Officials and diplomats did 
not rule out the possibility 
that the budget could yet be 
altered, or that a special 
reflationary package might 
still be announced at a later 
date. 

Economists are concerned 
that if China does not act to 
boost its economy, an ambi- 
tious plan to restructure 
loss-making state-owned 
Industries may be set back. 

A buoyant economy is 
regarded as necessary to pro- 
vide job opportunities for 
millions of workers expected 
to lose their Jobs as Insol- 
vent state companies are 
merged or closed. 

Mr Zhu has said that most 
of the restructuring of state- 
owned enterprises, of which 
China has about 370,000. 
would be achieved within 
three years. 


ASIA-PACIFIC 


Japan plans fund to protect depositors 


By falBan Tea In Tokyo 

The Japanese government 
wants western investment 
banks in Tokyo to contribute 
money to a fund that would 
protect depositors if one of 
Japan’s brokers failed. 

The plans have alarmed 
some foreign brokers, who 
fear it could leave western 
companies facing political 
pressure to shoulder part of 
the cast of a shake-out in 
Japan's brokerage industry. 

The plans, which are being 


drawn up by the Japan Secu- 
rities Dealers Association 
and the Ministry of Finance, 
have been triggered by a 
growing shortage of funds to 
protect depositors if a broker 
fails. The proposal comes 
amid fears that a host of 
smaller Japanese brokers 
could fail because of Japan's 
planned Big Bang deregu- 
lation. 

Japanese officials insist 
the payments would be 
smalL They argue that the 
request reflects the fact that 


western firms have recently 
been making striking 
inroads into tbe Japanese 
market. 

“What we are concerned 
about is that this will set a 
precedent; that each time 
there is a crisis they will 
come to us for cash in the 
Future.” said an official at 
one large western invest- 
ment bank. 

The market share of for- 
eign brokers on the Tokyo 
Stock Exchange almost dou- 
bled to over 30 per cent last 


year because of corruption 
scandals at Japanese bro- 
kers. This has left Merrill 
Lynch. Morgan Stanley and 
Goldman Sachs among the 
biggest six brokers in Japan 
in terms of trading volumes. 

The industry has an insur- 
ance scheme Tor depositors, 
to which brokers have vol- 
untarily contributed in tbe 
past. The scheme had Y36bn 
iSa?5.7ra) at tlie beginning of 
1997. But when brokers such 
as Gchigo. Ogawa, Sanyo 
mid Maruso collapsed last 


year, large payments from 
the scheme were made, we 
t hin k what is left tin the 
fund) is close to zero now, a 
JSDA official said. 

Nomura Securities has 
recently offered to contrib- 
ute YlObn to the scheme. 
The ministry believes the 
scheme must be replenished 
to reassure depositors that 
thev will receive their 
money in the event of a fail- 
ure. Otherwise confidence in 
iha cortnr could collapse. 


Y30bn this year by demand 
ing contributions Grom all 
brokers. This would be tte 
first time that forejgngroups 
have been compelled , to . con- 
tribute. 

The size of contributiois 
from each firm is ^still 
unclear. Some western bro- 
kers suspect these will be ho 
more than Y10m far a medi- 
um-sized company, and say 
they are happy to pay the 
money if it allows them 
equal treatment with Japa- 
nese brokers. 


Thai crisis sends city dwellers 
flocking back to the land 

All over the country, workers are joining a new exodus and 
returning to their home villages, writes Ted Bardacke 
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Thousands are returning to villages but many, such as Surarit (inset), hope to return to the city 


M oving to the city dur- 
ing Thailand’s boom 
years did not turn out 
exactly the way Anuchat 
Boonong had hoped. Six 
years ago at the age of 17, he 
migrated to Bangkok, like 
millions of other young 
people. His impoverished 
parents told him to go; be 
was one less mouth to feed, 
and maybe he could some- 
times send some money 
home. 

For a while. Anuchat was 
part of the fuel which trans- 
formed Thailand's agricul- 
tural economy to one domi- 
nated by low-wage 
manufacturing and services. 
But when the country’s eco- 
nomic crisis bit last year, it 
all came apart 
He lost his job as a mes- 
senger for a b ank . The car 
repair shop he worked for at 
weekends scaled back and 
he was no longer needed. He 
tried his luck on a fishing 
boat but could not compete 
with the illegal Burmese 
workers who worked longer 
hours at half pay. In the end, 
Anuchat decided to join the 
country's new reverse exo- 
dus and, like thousands of 
fellow-prcn/incials, return to 
his home village of Noi Bua 
LamphiL The arrival was 
less than triumphant 


“I had money for the bus 
but my house Is far from the 
road and I couldn't pay the 
motorcycle taxi to bring me 
home. I felt very ashamed," 
he explained. “The first time 
I saw my mother alter so 
many years. I had to borrow 
money to pay the motorcycle 
driver.” 

All over Thailand there 
are tales of s imil ar home- 
comings. Over the past 
decade, about half of rural 
people entering the job mar- 
ket for the first time moved 
to urban areas, according to 
labour market specialists. As 
city jobs vanish, the only 
safety net is the village. The 
state, from revered King 
Bhumibol Adulyadej on 
down, is encouraging people 
to take refuge in the Thai 
countryside. 

But there is a problem. 
Thai villages have changed 
since all those people left 
Rampant speculation has 
enticed many villagers to 
sell tbeir land, while single- 
crop working has left rural 
people vulnerable to the 
market, deeply in debt and 
reliant on die urban econ- 
omy. 

By 1996, more than half 
the parning K of rural house- 
holds came from non-agricul- 
tural work, according to the 


Thailand Development 
Research Institute (TDRlt 
Now it is unclear whether 
villages can support the dou- 
ble pressure of a rising popu- 
lation end falling urban 
remittances. 

“We are crossing our fin- 
gers that the village doesn't 
collapse." says Nipon Poa- 
pongsakom. vice-president 
of TDRI. 

"Its going to get more seri- 
ous during this dry season, 
when there is no farm 
Income.” he said. 

People are unlikely to go 
hungry, but discontent in 
tbe countryside is clearly 
growing as people are forced 
to live at subsistence levels. 

That could be a big politi- 
cal and social problem in 
future months for the new 
Thai government, routinely 
criticised for paying more 
attention to tbe problems or 
financiers than to those of 
farmers. 

Their worries have been 
compounded by tbe reverse 
migration of young people 
now taking place. 

"1 have to borrow money 
now.” says Pan Sowenta, a 
mother of nine in the village 
of Rot EL Two of her sons 
returned borne in October 
after working for five years 
in a car factory in Thailand's 


eastern seaboard area. Their 
remittances used to help pay 
for fertiliser and other agri- 
cultural inputs for tbe rice 
harvest. 

"Sure, they help work tbe 
farm but there isn’t enough 
land and I have more people 
to feed.” she complains. "My 
boys are really upset. They 
can’t accomplish their goals 
and this year, they didn't get 
a year-end bonus." 

The lack of enough land 
for the returning migrants is 
a recurring theme, even in 
Thailand's central agricul- 
tural heartland. 

In the early 1990s, as their 
children left, many families 
were enticed to sell theta- 
land holdings to speculators, 
earning large amounts 
quickly spent on new pickup 
trucks and cement homes 


and to retire debt. 

“Our village has 800 acres 
and we sold BOO," says 
Somkuan Kongkai, village 
head of Long Chang. “Every- 
one enjoyed selling tbe land 
but now some people don't 
have enough because their 
families are getting bigger 
because of the crisis.” 

“I’m lucky.” he adds. “My 
boy still has a job in the city. 
But it’s sad. He depends on a 
company rather than the 
land.” 

Some young people who 
return are happy to escape 
the constant struggle 
involved in city life, even if 
the field work they must do 
is more strenuous than eight 
hours a day in an air-condi- 
tioned factory. 

“Work in the city is more 
comfortable but it's hard to 


make enough money to sur- 
vive. The job here is harder 
but at least we still eat three 
meals a day," says 21-year- 
old Surarit Khunchamokin 
of Si Saket. who recently lost 
Ms job in a garment factory. 

Surarit says he is not 
happy- Having been, absent 
from his village far nearly a 
decade he has no friends left, 
and hopes to return to the 
city when the economy picks 
up. The wiser members of 
his village know why. 

“There's a lot of tension 
now.” says Nutai Sihabut, 
aged 61 and grappling with 
being head of a family again. 
“I had no choice in life but 
our kids left and learned 
about choice in the city. 
When they come back, their 
choice is gone. They get 
really frustrated." 
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BJP intensifies efforts to secure majority 


By Mark Kdtolson in New Delhi 


The Bharatiya Janata party 
yesterday intensified efforts 
to secure a majority in 
India's hung parliament, 
courting a south Indian 
regional party whose sup- 
port would push the Hindu 
nationalists and their allies 
to within sight of fanning a 
government 

With results declared in 
all but eight of parliament’s 
543 elected seats after last 
month's elections, the BJP 
and its regional allies' com- 


bined tally of 251 seats 
remained 21 short of a 
majority. 

In a day of talks between 
the BJP and potential sup- 
porters, the BJP’s target was 
the Telegu Desam party in 
Andhra Pradesh. Tbe TOP. 
which formed part of the 
United Front coalition 
deposed by Congress last 
year, won 12 seats. 

“Informal contact with 
groups is on and we will 
think of having these align- 
ments before March 10 
[when the new lower house 


of parliament is convened],” 
said Sushma Swaraj. BJP 
spokeswoman. 

With tbe BJP having 
already won promised back- 
ing on Tuesday from four 
MPs representing another 
small party in the northern 
state of Haryana, the TDP’s 
dozen MPs would nudge the 
BJP alliance to the threshold 
of power. 

An envoy from the BJP 
alliance flew to Hyderabad 
to meet Chandrababu Naidu, 
the TDP president and a 
prominent leader of the UF, 


CONTRACTS & TENDERS 



MIN1STERO DELLE FINANZE 

AMMINISTRAZIONE AUTONOMA DEI MONOPOLI DI STATO 

ASKING FOR STATEMENTS OF INTEREST TO SUBMIT AN OFFER 
FOR ASSISTING AMMINISTRAZIONE AUTONOMA DEI MONOPOLI DI STATO (AAMSl 
IN THE PRIVATISATION PROCESS 

Following tbe legislative and/or administrative procedures in progress, Araministraziwte Autoaoau del 
Menopoli di Stato (.the Italian Stoic Tobacco Monopoly), currently a body of t he Ministry of Finance. sboold 
undergo a privatisation ptocos. similarly to what was arranged for FFSS. PPTT and ASST. 

In order to timely find out the problems that shall arise due to the privatisation process, and to determine the 
possible solutions tutd plan tbeir carrying out. this Administration intends to avail itself of the collaboration of 
entities that have acquired deep and divenitied experiences in strategic, directional and administrative consulting. 

It is specified that Hie critical areas are the following; 

- (he selling out. the preparation and the arrangement of tbe strategic plan in development operating 
programmes lasting several years; 

- organisational revision: 

- auditing, business wealth evaluation, and conversion of the administrative-accounting system. 

In view of the magnitude and co mplexity of the subjects to address, which require adequate and organized 
structures, well established and distributed on tbe domestic territory, the entities than in lend to express their 
interest shall prove, also in Temporary Firm Association: 

- in have established a permanent organization in Italy or in another Member Country of the European Union 
for at least 5 years; 

- to have ai 31 .1 2.1997 a stall of at least 50 people. 

While submitting to this Administration their statement of interest, which shall have to arrive within 16 March 
1998 by 12 are., the legal representatives of the iaienaaed entities shall declare on tbeir ow n responsibility that 
they meet the above mentioned requirements, and shall complete their statement of interest with the list of the 
previous activities carried out in the above mentioned areas. 

This AdmhiisuaiMn reserves to select at its own discretion the subjects that shall he invited to the final selection. 

Dr. vmorio CUTRUPi 
Director General of AAMS 

The requested documents shall be sent or delivered to “Dirczione Generate dell'Amminisirazione 
Autoooma dei MonopoK vli State - Rzza Masiai 11-00153 ROMA“ fax no. 06-5857 22 12. 

For any further information please contact Dr. Antonio CASSANO, phone nu. 06-5857.2407. 


CONTRACTS & TENDERS 


BRAZILIAN NAVAL COMMISSION IN EUROPE - BNCE 
Notice of Public Tender Nr. 003/98 

Notice is hereby given that the BNCE with offices at 170 Upper 
Richmond Road, London SW 15 2SH, is accepting lenders to choose 
a supplier of dry and frozen foods for the Brazilian Navy Patrol Boat 
Bracui lex-HMS ilchenl. The details of tins Public Tender arc 
available, on request at the above address or contact: 

Contracts Dept: 

FaxiQISI 7SS4WU 
Tel: 0181 788 SI 1 1 ext 1 20 
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which formed after India's 
1996 elections chiefly to keep 
the BJP from power. 

However. Sunder] a] Patwa. 
a BJP leader, said the party 
received “positive signals" 
from Mr Naidu, who made 
no public comment With Mr 
Naidu and most other 
regional party leaders con- 
verging on Delhi last night 
talks towards the formation 
of India’s next government 
looked set to continue for 
several days. Leaders of Con- 
gress. which with its own 
smaller allies won 167 seats, 


said the party was consider- 
ing whether to launch a 
competing effort to form an 
alternative coalition with 
the UF. which won a com- 
bined 93 seats. 

However, a Congress-UF 
alliance would also remain 
short of a governing major- 
ity and Its hopes would 
appear dim should the TDP 
defect to the BJP or offer its 
alliance “outside" support. 

The next constitutional 
step following the indetermi- 
nate outcome of India’s 12th 
general election would be an 


invitation to one or other 
political block by K.R. Na- 
rayanan. president, to try to 
form a government 
But Mr Narayanan is not 
expec ted to move un t i 1 
results are known from 
three constituencies in the 
troubled northern state of 
Jammu and Kashmir, where 
voting has been delayed 
until Saturday for security 
reasons. Therefore, no move 
from the president Is likely 
before early next week. 
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Suharto’s reform efforts 


unlikely to satisfy IMF 



Suharto has insisted Ms reforms are genuine Picnre Reuters 


By Sander Thoenes in Jakarta 

President Suharto yesterday 
insisted he had dismantled 
large trade monopolies as 
part of a reform package but 
there are growing indica- 
tions that the International 
Monetary Fund will judge 
progress insufficient for 
approving a second $3bn 
tranche of credits. 

Mr Suharto’s spokesman 
I said companies were free to 
import wheat, sugar, cook- 
ing oil, soybeans and anim al 
feed, which until recently 
were a monopoly of the state 
logistics agency Bulog. 

He also said that plywood 
companies were free to 
choose shipping agents and 
other services, which had 
earlier been channeled solely 
through Apkindo, a trade 
association beaded by an old 
friend of Mr Suharto. 

By repeating that these 
reforms were genuine. Mr 
Suharto sought to dispel 
reports that neither Bulog 
nor Apkindo had ceded con- 
trol. TTiese reports, as well 
as indications that other 
reforms agreed with the IMF 
in January were slow In 
coming, have put the Fund 
under growing pressure 
from tbe US and other mem- 
ber states not to move ahead 
with the release of $3bn in 
credits by March 15. The 
money is part of a $43bn res- 
cue package, including $5bn 
from Indonesia, organised by 
the IMF. 

A large obstacle is Mr 
Suharto's refusal to clearly 
indicate whether and when 
be wants to introduce a cur- 
rency board, which would fix 
the exchange rate and take 
the equivalent in rupiah out 


of circulation for every dol- 
lar bought. The IMF has 
threatened to cancel support 
for the entire S38bn aid pack- 
age if Indonesia goes ahead 
with a currency board before 
other reforms stabilise the 
economy. 

Tbe IMF is relatively satis- 
fied with Indonesia’s prog- 
ress on banking reforms, 
particularly with the cre- 
ation of a banking restruct- 
uring agency which has 
already taken 54 of the more 
than 200 commercial banks 
under its wings. Most banks 
arc likely to be liquidated 
unless their owners inject 
new capital, bankers said. 

Other banking reforms, 
however, have been ham- 
pered by the discussion over 
a currency board. 

Mr Suharto also produced 
a wave of decrees in the first 
week following his agree- 
ment with the IMF. tint the 


government has done little 
to prove that It has imple- 
mented many of these 
decrees. Efforts at backtrack- 
ing. such as a minister’s 
announcement that a contro- 
versial clove trade monopoly 
would survive, have been 
much better advertised. 

A delay of the second 
tranche would further 
undermine confidence in 
Indonesia's economy: there 
are increasing cracks in the 
in its banking, distribution 
and trade sectors. 

Indonesia's central bank is 
believed to have tapped part 
of a Sti’bn commercial credit 
line to reinforce its hard cur- 
rency reserves. The bank 
said this week it had 
$lS.:«bn in reserves, down 
from $i9.0ibn last month, 
but bankers are trying to 
verify rumours that the 
reserves have dwindled to 
between SlObn and $! 2 bn. 


JAPANESE DIPLOMAT 

Sakakibara shrugs off 
inquiry into his conduct 

Eisuta Sakakibara. Japan’s top financial diplomat, yesterday, 
shrugged off talk of a renewed Inquiry into his conduct amid alle- 
gations of influence peddling. “There is no evidence and 1 don't 
think that such investigations will have any impact on my career,* 
Mr Sakakibara, vice-minister of finance for international affairs, 
said in Bangkok. 

Japan’s finance minister. Hlka/u Matsunaga, told parliament 
earlier this week he would re-examine the results of a 1991 
finance ministry investigation which absolved Mr Sakakibara of 
any wrongdoing. At that time, Mr Sakakibara, dubbed “Mr Yen * 
for the influence he wields in the currency markets, was head of ' 
the ministry’s finance bureau in the Tokal area of Japan. 

The finance minister's decision was In response to an opposi- 
tion member of parliament’s demand for information on reports 
that Mr Sakakibara was entertained more than 15 times by a 
friend in the private sector. 

Ryutaro Hashimoto. prime minister, who has relied on Mr Sak- 
aklbara to articulate Japan's economic policies abroad, has 
avoided direct comment on the matter. “Investigations should be 
carried out as necessary in order to avoid public distrust towards 
civil servants and to thoroughly enforce official discipline," he 
said. Reuters, Bangkok 


PHILIPPINE BOND 


Float will test demand 

The Philippines government will issue S50Om worth of global 
bonds in the last week of March to be led by investment banks 
J.P. Morgan and Morgan Stanley, Cecilia Soriano, the acting 
finance secretary, said. The float will test the appetite for Philip- 
pine debt paper following the negative outlook on long-term debt 
recently given by the New York ratings agency Standard & Poor's. 

The float would be to raise funds to meet the Philippines’ 
short-term liabilities and it win serve as a benchmark for local 
companies wanting to raise money in offshore capital markets, ft 
will also will pave the way for tbe state-owned National Power 
Corporation's flotation of S20Qm in bonds. Another state entity, 
the Development Bank of the Philippines, also intends to float 
bonds lor refinancing purposes. 

The last time the government entered the foreign capital market 
was the successful issuance of Samurai bonds to Japan in 1996. 
Sonano said the proposed bond float will help the government 
shift the sourcing of its financing requirements from the domestic 
to the foreign capital markets to take advantage of low interest 
rates abroad and at the same time help lower domestic Interest 
rates as well. Abby Tan, Manila 


VIETNAM ECONOMY 
Forex reserves fall 

Vietnam’s foreign exchange reserves have slipped to “worrying 
levels after years of modest growth, raising concerns over its b 
anco of payments position, economists and bankers said yeste 
day. A senior western economist said reserves had fallen lor tw 
consecutive months since January and were enough to cover 
seven to eight weeks of imports: “That’s cutting It fine, there's i 
doubt about rt. Reserves at the end of last year were ax about 
weeks coverage, equivalent to roughly S2bn. 

Vietnam does not reveal the sire of .is foreign exchange 
rwerves But official concern is reflected in a series of govarn- 
meittm^attves last week aimed at forcing traders to stop heart 
^ of further currency devaluations and 

channel them into the doHar-starved banking system. 

3,1 8Conomic downturn that began beta 
theAstan financial crisis started to bite. Yesterday, eight South 

*** wwe withdrawing from Victoam due to 
international Monetary 
A ? an Dev0lo P mQ ht Bank have since . 
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Glencore International 
AG 

US$1 billion 

One-year Lei ter of Credit ro 
support Commercial Paper 
ls.su an cc by Glencore Finance 
(Bermuda) f id. 


Joint Arranger 


EEX Capital, Inc. 

(a subsidiary of EEX Corporation) 

US$150 million 

Private Placement of 
Preferred Stock 


Sole Placement Agent 


Rank Group Finance 
Pic 

US$200 million 

6.375% Notes due 2008 
7.125% Notes due 2018 


joint l ead Manager 


Lindt & Spriingli 


Acquisition of Ghirardclli 


Rewag 

DM1.41 billion 

Privatisation of remaining 
51.2% of GASAG Berliner 
Gaswerke AG to Berliner 
Kraft und Lieht (Be wag) AG 
and Gaz de France 

Inclusive financial Advisor to Bewag 

Charles Vogele Group 


Acquisition Financing 


Joint Arranger and Underwriter 

Sonangol UEE 

US 5320 million 

3-Year Pre-Shipment Facility 


Bookrunner, Facility Agent, 
Joint Arranger and Trustee 


Banco Ambrosiano 
Veneto 

US$500 million 

Subordinated Guaranteed 
Floating Rate Notes due 2008 


Exclusive Financial Advisor 


Joint Lead Manager 


Republic of Argentina I 

Legal tk General 

Ventures Limited 

■ 1 

USS7.9 billion nominal H 

£395 million 

1 

Concession of 33 airports B 

Senior Debt Facilities for the 
Acquisition of Unipoly SA 


within the Argentine Airports H 
System H 

- - 'K 

exclusive Financial Advisor |H 

Co- Arranger 

’ JX 


■ ■ ■■ B 

Yorkshire Power I 

abb k.k. 

Finance Limited ■ 



,£200 million H 


tvS 

, ; ■ 

■ r -V H 

7,25% Bonds due 2028 oj 

Sale of Gadelius K.K. 
in Japan to Atle AB 


Sole Lead Manager gfl 

Exclusive Financial Advisor 

' * ** 



Doughty 7 Hanson & Co 
Limited 

1 Capital Shopping 


I Centres PLC 


US$118 million 

I £200 million 


Senior Debt Facilities 

1 6.875° o Bonds due 2013 


for the Acquisition of 

1 

S‘% 'Q' v H , ■ 

Ilford Imaging Limited 

I 


Lead Arranger 

■ Joint Lead Manager 

6"' 

. ; 'J.- •$■'' 2 2 ■ ■' "* 



Capital and Income 

I UniChemPLC 

■ 

re"SS4 

Group 

1 


£343.2 million 

X £278 million 


Commercial Property 
Securitisation 

■ Merger with the 

91 Alliance Sante Group to 

H create Alliance UmCliem Pic 

III ■ i 

Arranger 

Sole Financial Advisor 

H and Joint Broker 

. .j 


Erste Bank der \ 

oesterreichischen 
Sparkassen AG 


Global Offering of 11,525,000 
Ordinary 7 Shares at ATS 610 

per Share 


joint Global Co-ordinator and 
Sole Financial Advisor 


LVMH Moet Hennessy 
Louis Vuitton 

FFr5 billion 

Club Revolving Credit 
Facility 




Club Co-ordinator 


When it comes to client service acros 

1998 is business as usual. 



Union Bank of Switzerland 


UBS 
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BUDGET PROJECTIONS FEDERAL RESERVE CHIEF SAYS SURPLUS MAY NOT MATERIALISE 


Greenspan warns against 
‘premature’ spending 


By Nfchoias Thumbs 
In Washington 


A sharp ■warning to Congress 
arid the Clinton administra- 
tion not to spend prema- 
turely projected budget sur- 
pluses which, exist “only on 
paper" and may not materi- 
alise came yesterday from 
Alan Greenspan, chairman 
of the Federal Reserve 
Board. 

"The exemplary perfor- 
mance of the US economy In 
1997 will be hard to match,” 
he told the House committee 
on the budget "There is no 
guarantee that projected sur- 
pluses over the next few 
years will actually material- 
ise.” 

His warning came the day 
after the Congressi on al Bud- 
get Office projected an $8bn 
surplus far the federal gov- 
ernment budget for this 
year, followed by a similar 
small surplus In 1999, a fall 
to $lbn in 2000, hut then 


strong growth in surpluses 
from $13bn in 2001 to $75bn 
by 2005. 

But while the projections 
from the CBO and the Office 
of Management and Budget 
provide "a good starting 
point" for assessing the out- 
look, such forecasts' “are 
subject to considerable 
error”. Mr Greenspan 
warned. Last year, even 
when the fiscal year was 
well under way, both bodies 
were overestimating that 
year’s deficit by SiOObn. 

An unexpected surge in 
tax receipts had changed the 
picture, but such "tax sur- 
prises” were not new, were 
poorly understood and could 
happen the other way, as 
they did in the early 1990s. 
"We cannot rule out the pos- 
sibility that the next few 
years wifi see a mare rapid 
dissipation of the strength in 
receipts. . . implying renewed 
deficits." Had last year's 
strong tax flows moved the 


other way, the projections 
would be showing 1 “non-triv- 
ial” budget deficits for the 
start of the coming decade. 

Praising Congress and the 
administration -for holding 
spending down, Mr Green- 
span nonetheless warned 
that "the good news of late 
on the budget has unleashed 
an outpouring of proposals 
that if adopted, do not bode 
well far the maintenance of 
fiscal discipline.” 

In addition, the projections 
assumed almost no growth 
in discretionary expenditure 
through to 2002 at a time 
when support was declining 
for further cuts in defence 
spending. 

That implied "sizeable” 
real declines In other pro- 
grammes, as yet unspecified, 
while it was still not clear 
that the cost of the Medicare 
programme was under con- 
trol 

“Not surprisingly, many 
observers are sceptical that 


the caps will hold, and bat- 
tles over appropriations in 
the coming yearn may well 
expose deep divisions that 
could make the realisation of 
the budget projections less 
likely,” he told the commit- 
tee. 

Mr Greenspan repeated his 
recent warnings about the 
uncertainties created for the 
US economy by financial tur- 
moil in Asia. The resulting 
restraint might mean that 
any intensification of US 
inflation would be "delayed, 
very gradual and easily 
reversible”, he said. 

But "we cannot rule out 
two other more worrisome 
possibilities” - that the Asia 
effect might be Insufficient 
to restrain domestic spend- 
ing, or that it could dum p 
down economic activity 
more than was desirable 
through "a particularly 
forceful drag on the volume 
of net exports and the prices 
of imports". 



news digest 


FUNDING REQUEST 



Fed chief describes IMF 
as an ‘old Tin Lizzie’ 


Aten Greenspan, chairman of the Federal- R**rve Board; / ... 

the international IM M 
Tin Lizzie" Arauinq for S17.9bn in new funds for the IMF, J* 
offices at "th^Fed and Treasury were in ’continuous meetings’ 
the longer-term type « 

£Se win be required- to make the monetary system wwfc-tn - - 

^UnSrwe've got that In place, we still need the old Tin Lizzie to 
take us to go fishing, because walking won’t get us there auffi-. 

5^'*fo^ d monay Is -essentially Increasing a letter of. 
credit whtehJn all likelihood, will not be empty* becw ft wffl 
not be needed If this International financial crisis simmers down'. 
The House banking committee, meanwhile, was dose to a 
compromise which would authorise $17.9bn in nevrfuncflng. for 
thelMF, but opponents were pushing strong amendments requir- 
ing sweeping changes at the 

Fund.' Nancy Dunne, Washington 


US VEHICLE MARKET 


Ford car sales up 2,4% 


Alan Greenspan: ‘199Ts performance will be hard to match’ 


Hackers hit Windows system 


By Louise Kehoe 
hi San Francisco 


Computer hackers attacked 
dozens of computer net- 
works in the US this week, 
including those of the 
National Aeronautics and 
Space Administration 
(Nasa), causing computers to 
shut down temporarily. 

The attacks, which over- 
load networks with spurious 
messages, were targeted at 
computers running Micro- 
soft’s Windows operating 
system. 

Microsoft said it had 
received “numerous” reports 
of malicious attacks 
\ launched against its custom- 
ers an Tuesday, the day of a 
Senate judiciary committee 
hearing at which Bill Gates 
defended the company 
against accusations that it, 
abuses its Windows monop- 
oly. 

The attacks appeared to 


take advantage of a previ- 
ously identified security 
loophole for which Microsoft 
had issued a “patch", the 
company said. Administra- 
tors of large corporate and 
college networks were 
advised to alert computer 
security monitoring groups 
if they became targets. This 
would assist in determining 
the scope of the attacks, 
Microsoft said. 

AH but one of Nasa's 15 US 
sites, Including its headquar- 
ters in Washington, were 
targets of the hackers, offi- 
cials said. Universities 
affected included Berkeley, 
in California. The attacks 
mada computers “crash” — 
making them temporarily 
unusable - but did not cause 
permanent damage. 

The wave of hacker inci- 
dents comes in the wake of 
attacks last month bn US 
military computers. FBI 
agents subsequently 


searched the homes of two 
California teenagers, tnMng 
away computers, software 
and printers. 

The attacks also coincided 
with the publication yester- 
day of a survey of computer 
crime. According to the 
Computer Security Institute 
in San Francisco, 64 per cent 
of computer security special- 
ists at US companies, gov- 
ernment agencies, financial 
institutions and universities 
reported security breaches 
within the past 12 months. 

This represented a jump of 
16 percentage points from 
last year, CSI said. The 
industry watchdog group, 
which conducts its annual 
survey in coDabaration with 
the FBI, said respondents 
reporting security problems 
rose to 88 per cent when 
computer viruses and laptop 
computer thefts were 
included. 

Most of the computer 


crime victims could not esti- 
mate how much money they 
had lost to the cyber thieves. 
But quantifiable losses 
totaled 2136m. up 36 per cent 
over the 1997 survey. 

Patrice Rapalus, director 
of the San Francisco- based 
institute, said the survey's 
findings showed that not 
enough was being done to 
combat computer crime. 

In a significant shift from 
prior surveys, about half the 
organisations polled this 
year said their internet con- 
nection was the most fre- 
quent “point of attack” for 
computer criminals, while 
the rest said the attacks 
mounted were more fre- 
quently by insiders. 

Robert Walsh, the FBI's 
special agent in charge for 
San Francisco, said one 
problem appeared to be a 
reluctance among companies 
to go to law enforcement 
when hit by computer crime. 


Poll fraud 
prompts 
new ballot 


in Florida 


Brazilian 
jobless 
rate up 
sharply 


Ford Motor said yesterday that it sold 294,1 10 new vehicles In' 

February, a 0.5 per cent fall over the 1997 figure. But sales of 
care were up 2.4 per cent, although light trucks sales fall 1.7 per 
cent By contrast, General Motors, the leading carmaker, saw US 
car sales tell from 199,377 to 170,915 during the month, with . 

total vehicles sold down 7 per cent 

Ford seems to confirm indications that the US car market: 
bounced track In February after a parti cutarfy weak start to the 
year, although the GM experience is less encourag ing. L ast- 
month analysts cautioned that ft was too early to determine 
whether there was underlying weakness In the vehicle market, 
suggesting that toe softness might be partly attributable to e 
wave of used cars coming on to the market NlkJd Taft, Chicago 


PANAMA C0NSTTTUTI0N 


President eyes re-election 


By Tracy Corrigan 
In Now York 


By Jonathan Wheatley 
taSao Paulo 


No local 



A judge in Florida yesterday 
ordered a new mayoral elec- 
tion for Miami in 60 days 
after finding that the city's 
mayoral poll last year was 
pervaded by ballot fraud. 

Mayor Xavier Suarez, a 
Cuban-born Harvard Law 
School graduate, was elected 
mayor of the City of Miami 
after the November 4 elec- 
tion. Judge Thomas Wilson, 
who declared the election 
void, said he bad found no 
evidence of fraud by Mr Sua- 
rez, but that there was evi- 
dence of “a massive weH- 
' conceived and well-orches- 
trated absentee ballot voter 
fraud scheme”. 

The three-week non-jury 
trial of a lawsuit brought by 
Joseph Carollo, Mr Suarez's 
rival, ended last week. 

Mayor Suarez was not 
immediately available for 
comment, but he said earlier 
this week he was confident 
he would win again if fresh 
elections were called. 

The judge had two other 
options: confirming Mayor 
Suarez' victory, or appoint- 1 
ing Mr Carollo. the previous 
incumbent Mr Suarez him- 
self had previously served 
three terms as Miami’s 
mayor from 1985 to 1993. 

A spokesperson for Mayor 
Suarez said it was not yet 
dear whether the fresh elec- 
tion would be open to new 
candidates. 

The case is the latest in a 
series of corruption scandals 
which have shaken the City 
of Miami and the larger area 
of Miami-Dade County, 
prompting Carl Hiaasen, the 
crime novelist and Miami 
Herald columnist to write of 
“Miami, where pretty much 
everything and everybody 
has been up for sale at one 
time or another". 

Among recent cause 
c£l£bres, the Port of Miami 
chief Carmen Lunetta was 
ousted, after mis -spending 
millions of dollars, and 
County Commissioner James 
Burke resigned after being 
charged with taking $350,000 
in bribes from a bond firm. 


Unemployment in Brazil 
rose sharply in January, to 
7.25 per cent from 4.84 per 
cent a month earlier, accord- 
ing to the government statis- 
tics office, providing another 
indication of the extent of 
the slowdown in the Brazil- 


ian economy. 

The rate was the highest 
for January since 1985 and 
compares with a rate of 5.14 
per cent in the month last 
year. 

The figures will come as a 
further blow to the govern- 
ment after the announce- 
ment last week that the bud- 
get deficit In 1997 was worse 
than expected at 5.89 per 
cent of gross domestic prod- 
uct. The budget deficit result 
followed trade figures which 
showed a sharp fall in 
imports in February. 

Unemployment is a cause 
of growing concern in the 
country and is likely to be a 
big issue is general elections 
due to be held in October. | 

The statistics office's fig- 
ures are an average over six 
metropolitan regions of 
those unemployed and seek- 
ing work. The statistics 
office said that the services 
sector was hardest hit at the 
start of this year. Of those 
seeking work, 40 per cent 
had previously worked in 
services, compared with 22 
per cent in manufacturing 
industry, 14 per cent in com- 
merce and 5 per cent in con- 
struction. 

Shylene Ramos de Souza, 
an economist at the statis- 
tics office, said the figures 
showed services and com- 
merce were no longer able to 
absorb people made redun- 
dant by manufacturing 
Industry. 

“Retailing and services 
can't even retain their own 
workers any more, let alone 
soak up those from other 
sectors.” she said. 

Part of the Increase in Jan- 
uary was caused by students 
entering the labour market 
and by seasonal lay-offs fol- 
lowing the year-end holiday 
period. 


Ernesto Pfiraz Ball ad ares, president of Panama, has given his 
strongest indication so far that he will seek re-election when hie 
term of office ends In 1909. 

Presidents cannot be re-elected under existing tew. Any 
amendment to the constitution to allow Mr P6rez to stand again 
would need to be backed in a referendum this year. 

But on a visit to a housing project on Tuesday, Mr P4raz made 
It dear he would Ilka to continue In the Job for another five-year 
term. In . response to chants of “re-election"; he departed from his 
prepared speech and said he had "already deckled" on re-elec- 
tion. 

The president added that he did not want his administration to 
lose momentum as Panama approached the crucial years imme- 
diately after the handover of the Panama Canal at the end of the 
century. James Wilson, Guatemala City 


US EMPLOYMENT 


Same-sex harassment banned 


A tew banning sexual harassment in the workplace applies to 
members of the same sex as wall as harassment involving the 
opposite sex, the US Supreme Court ruled yesterday. The ruling ' 
was greeted with celebration by gay rights activists who 
described It as “a victory for all American workers". Kim Mils of 
Human Rights Campaign said that the court had understood sex- 
ual harassment was about power, not sexual orientation. 

The ruling was greeted with less enthusiasm by employers, tin 
Equal Employment Advisory Council, an employers’ grouping, 
having argued that allowing same-sex actions under federal taw 
would produce "an unmanageably broad code of working behav- 
iour", The court's decision overturned the ruling of a lower court 
that the 1964 Civil Rights Act did not apply to same sex actions 
in a case involving an oil worker. 

Joseph Oncale, a rig worker employed In 1991 by Sundowner 
Offshore Services claims ha was sexually assaulted, battered and 
threatened with rape by his direct supervisor and another senior 
employee but that no action was taken despite hla lodging two 
formal complaints. The company and Its employees denied the 
charges. Nicholas Timmins, Washington 


OBITUARY 


Mancur Olson, economist 


Mancur Olson, one of the most original and Influential eco no mists 
of his generation, died on February 19 In College Park, Maryland. 

Olson's most influential work was his doctorate for Harvard 
University, published as The Logic of Collective Action, In 1965. 

In it he argued that people would join Interest groups only when 
returns exceed the costs. So concentrated producer lobbies 
would be strong and dispersed consumer lobbies weak. Olson’s 
second big book was The Rise and Decline of Nations, published 
in 1982. Long-established democracies tend to suffer from Insti- 
tutional sclerosis, he argued. Japan and Germany had been suc- 
cessful, not because the second world war had destroyed old 
factories but because it had destroyed oW Institutions. 

Olson was a Rhodes scholar at University College, Oxford. 

After Harvard, he taught at Princeton from 1960 to 1967 and was 
deputy assistant secretary at the US department of health, edu- 
cation and welfare until 1969. He then moved to the University of 
Maryland, where he worked until hla death at the age of 66. Mar- 
tin Wo« 


ENERGY SECTOR RE^UC^RING ‘WILL OFFSET RISE IN BILLS FROM GLOBAL WARMING DEAL' 


In search of a better corresp 
in Turkish banking? We st 
recommend a truly global 
with none of the local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A raring three years in a row by Capital 
Intelligence. The highest rated emerging 
marker bank by Thomson Bankwarch. The 
Turkish bank whose high regard among 
international financial community generated 
$1. billion in funding facilities in 1996 and 
$930 million in 1997. The Bank that has 
completed several asset backed securitization 


sgrammes with maturities 5-7 
ars. The Bank that was selected 
he “Best Bank of Turkey” by 
Euromoney for 3 consecutive years. 
Then again, if you think your correspon- 
dent in Turkey should also have local 
strength, who could be a better choice than 
a bank that handles 12% of Turkey’s 
exports and 6% of Turkey imports? A bank 
whose foreign currency business . volume 
totaled $22.9 billion in the first nine 
months of 1997. A correspondent bank 
with global standards and local power. 


Yellen upbeat on cost of Kyoto 


By Broca dark 
in Washington 


GARANTi BANK 
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The US administration 
yesterday laid out a rela- 
tively modest estimate of the 
likely cost to energy con- 
sumers of a plan to combat 
global warming. 

Janet Yellen, a senior 
White House economic 
adviser, said implementing 
the Kyoto treaty would 
mean an increase of $70 to 
Si 00 in the average house- 
hold energy bilL The accord 
said that by the years 2008 to 
2012, the US must cut its 
emissions of heat-trapping 
gases to 7 per cent below 
what they were in 1990. 

It has been bitterly 
opposed by oil, power and 
manufacturing groups in the 
US as well as labour unions 
and agricultural lobbies. 
These groups have argued 
that implementing Kyoto 
could shave several percent- 
age points off the country's 
GOP and put the US at a 


severe competitive disadvan- 
tage In relation to develop- 
ing nations, which have not 
been subjected to precise tar- 
gets by the accord. 

In written testimony to a 
deeply sceptical Congress, 


mass relocation of US indus- 
try to the developing world. 

"Roughly two-thirds of all 
[greenhouse gas] emissions 
are not In manufacturing at 
all, but In transportation and 
buildings, sectors which by 


The deal on cutting emissions has been 


bitterly opposed by oil, power and 
manufacturing groups as well as 
labour unions and agricultural lobbies 


Ms Yellen said Implementing 
the Kyoto agreement could 
push gasoline prices up by 3 
to 4 per cent, while energy 
prices paid by householders 
could rise on average by 3 to 
5 per cent. 

Questioning the predic- 
tions from treaty opponents 
that implementing die deal 
could wreck the economy, 
she said energy accounted 
for only 2J2 per cent of total 
costs to US Industry. Nor 
would the treaty mean a 


their very nature are 
severely limited in their abil- 
ity to relocate to other coun- 
tries," Ms Yellen said. 

The rise In energy bills as 
would be almost entirely off- 
set by a decline of $90 per 
household In electricity costs 
that is expected as a result 
of restructuring the electric- 
ity sector. 

A road map for a long- 
awaited federal plan to 
deregulate the power Indus- 
try was laid out yesterday by 


an industry forum which 
presented the conclusions of 
an 18-month study. The Con- 
sumer Energy Council of 
America Research Founda- 
tion said Congress should 
pass a bill calling for retail 
choice, but giving the states 
final authority in this area. 

It called for transitional 
periods allowing utilities to 
recover stranded costs. Con- 
sumers would be guaranteed 
the right to stay with their 
existing utility if they feared 
alternatives would be more 
expensive. 

Dan Becker, an environ- 
mental campaigner, said Ms 
Yellen’s report conceded too 
much ground to critics of the 
Kyoto accord by failing to 
take full account of likely 
benefits of technological 
change. "What, she's saying 
is it's quite expensive to 
tackle global warming;” said 
Mr Becker. “She should also 
be stressing it’s very expen- 
sive indeed to do nothing 
about global warming.”' 
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^S?!j™. l . R .! l ^ WP OUTRAGE AT DOUB LE KitllNG INFIXED' VILLAGE 

Opposed politicians 


join 


By John Mtcray Brown 
In Dubflu 



The British and Irish 
governments yesterday 

SOUght to har^opg tfrf STOSS' 
community outrage at a dou- 
ble temaist MiHng to call 
Xta a “renewed vigour and 
determination” to find a 
deal, as unionist and nation- 
alist politicians took the 
unusual step of jointly visit- 
ing the grieving famfl f gq 

The two dead men - Dam- 
ien Trainer and PhOfp Allen 

- one Catholic, nrw> Protes- 
tant, were gunned down on 
Tuesday night in a Catholic- 
owned pub in Poyntzpass, 
county Armagh, a “mixed 
relig ion” village so far 
immune to the sectarian vio- 
lence. 

The Northern Ireland 
police were last night ques- 
tioning three men In connec- 
tion with the killings, which 
were being blamed on the 
breakaway Loyalist Volun- 
teer Force, which opposes 
the peace process. 

As Seamus Mallon, deputy 
leader of the nationalist 
Social Democratic and 
Labour party joined David 
Trimble, the Ulster Unionist 
leader at the homes of the 
bereaved, a spokesman for 
Tony Blair, the British prime 
minister said: ‘Their friend- 



PoGce guard the Railway Bar 
where the kilEngs took place 

ship should stand as a sym- 
bol of the peace process. and 
why it must succeed.” 

The spokesman «a<d; “The 
prospects for a settlement 
are good and we have to 
work towards that with 
renewed vigour and determi- 
nation. Democracy must 
defeat evil.” 

Despite the lack of prog- 
ress at the talks, the prime 
minister was said to be 
“stubbornly optimistic” of a 


grieving 


deal by the May deadline 
clai mi n g there has been “a 
substantial narrowing” of 
differences between the par- 
ties. Mo Mowlam, the chief 
minister for Northern 
Ireland, said she was “heart- 
ened” by the joint condem- 
nation of both political tradi- 
tions. 

The two victims were long- 
time friends, with Mr Trai- 
ner due to be best man at Mr 
Allen's wedding. 

Mr Trimble said he was 
“ashamed to think that the 
perpetrators were Protes- 
tants. They serve no cause 
by this, a nd on behalf of the 
unionist co mmunit y of 
North Down. I repudiate 
them and I repudiate their 
associates.” He said the 
murderers were trying to 
"Ml off the hppe we're try- 
ing to m gpnriw ip this com- 
munity." He added: “Despite 
this, maybe because of this, 
we are going to try to con- 
tinue to do our best to bring 
some political stability.” 

Community and church 
leaders attacked what 
appeared to have been a ran- 
dom sectarian shooting 
while parties at the talks 
venue In Belfast were negoti- 
ating the demKlop. fnalci ng 
powers of new political 
structures for Northern 
Ireland. 


Easing of beef 
ban could start 
within months 


By NBchad Smith in Brussels 
and Maggie liny hi London 

A two-year ban on exports of 
beef from the UK seems cer- 
tain to be eased within 
months after European vet- 
erinary experts yesterday 
gave unexpectedly strong 
support to a scheme certify- 
ing that herds are free of 
rsf. or “mad cow disease". 

Veterinarians from 10 of 
the European .Union's 15 
countries backed the “certi- 
fied herds”- schemes which- 
would initially allow exports 
only from Northern Ireland. 
The EU banned UK beef 
exports in March 1996- amid 
fears over BSE. 

Yesterday's vote was 
insufficient to secure the 
qualified majority needed to 
lift the ban, leaving the final 
/fcr jgfcvn to agriculture min- 
isters meeting in Brussels on 
March 16 and 17. Diplomats 
yesterday judged the 
chances of the UK wi nn i ng 
the simple majority needed 
that as strong. 

Separately the vets deliv- 
ered a setback to a strategy 
proposed last week by the 
European Commission, the 
EU executive, for fighting 
BSE throughout the imion 
and avoiding tf trade war 
with the US. 

At a two-day meeting of 
the standing veterinary com- 
mittee, representatives freon 
just three of the European 
Union’s nations voted in 
favour of Commission pro- 
posals which would increase 
a list of banned cattle parts 
but would delay ftifi imple- 
mentation of the ban until 
the. start of next year. 

The Commission ■ recom- 


mended the strategy follow- 
ing fierce opposition to its 
earlier proposals from coun- 
tries including the US, 
which argues a ban will dis- 
rupt trade in industrial prod- 
ucts containing cattle parts. 
Germany, which claims it 
haw no indigenous easew of 
BSE, argues it should not be 
included in_the ban. . 

The strategy will now be 
considered by farm ministers 
at the March meeting. 

In the UK, the vote on the 
certified - herds scheme- was 
welcomed by Jack Cunning- 
ham, farms minister, who 
said it should mean Britain 
had a good chance rtf secur- 
ing the simple majority 
needed among agriculture 
ministers. 

If they support the 
scheme, vets would- need 
several weeks to inspect 
Northern Ireland facilities 
but exports from the region 
could resume in May or 
June. Northern Ireland qual- 
ifies because, unHke the rest 
of the UK, it has a computer- 
ised register which can track 
c a ttl e movements for at least 
eight years. 

Vets from just four EU 
countries opposed the “ certi- 
fied herds” scheme. 

They were from Luxem- 
bourg, Spain, Germany and 
Belg ium. France abstained 
but emphasised it bad tech- 
nical questions and no basic 
objections to the ban being 
otisod* 

The Ulster [N Ireland] 
Farmers’ Union said once 
the certified herd scheme 
took effect, the industry 
expected to sell some beef 
for export rapidly, but the 
volume would be low. 


Advertisers make 
plea for freedo 


By Baffle . ; _ 

ad Alteon SndBi in Loudon , 

gome of. .the UK’s largest 
comp anies will today 
- the govBHtnent lo stop mea- 
aw in the way they »xve£ 
Use their products, and will 
vow to fight to dtfend the 

-principle of- “commercial free 

speech". 

In a strongly w°n3fij 
attack, the companies wm 
f fpfm that ministers are 
attempting, to impose a 
-nanny state” mentality on 
the £10bn GlKThn) advertis- 
ing indnstiy, ■- . 

- Co ming soon after last 

weekend’s countryside 

march -into central 

the concern- voiced by the 

advertisers adds to danns 
that • the government is 


attempting to intervene in 
areas feat have been left pre- 
viously to individual free 
choice. 

-John Hooper, director- 
general of the Incorporated 
Society of British Advertis- 
er will claim at fee society's 
prmnal conference: “No sec- 
tor is safe from fee govern- 
ment having a go at it 

“New Labour says it is 

business-friendly. Tmt it 
should understand that 
advertising is critical to 
business success.” 

ISBA, which represents 
about 300 of Britain's biggest 
advertisers, fears fee govern- 
ment could soon attempt to 
restrict the way products 

ShSdMta l snack foods 
and children’s products are 
sold. 


Wise 


Railway 
sell-off 
‘may cost 
taxpayer 
$1.6bn’ 

By Davtd Witfrton in London 


The former Conservative 
gov e r nm ent's determination 
to privatise the state-run 
British Rail's leasing compa- 
nies as quickly as possible 
could cost fee t a xpayer more 
than £lbn (S1.67bn), the 
National Audit Office said 
yesterday. 

The public spending 
•watchdog calculated that the 
three companies, which were 
sold for only £l.8bn. were 
worth £23bn in tile public 
sector. Within two years the 
buyers had sold the busi- 
nesses on for a total profit of 
about £8S0m. 

The hard-hitting report 
criticised the department of 
transport for faffing to carry 
out full valuations of the 
companies and for deciding 
not to include a daw-back 
cm profits from any resale. 
The NAO makes clear it 
finds the department’s 
defence of its actions 

TiTMym v iTipmg 

According to the audit 
office repeat, the department 
said there was no point in 
obtaining full valuations 
“because the then govern- 
ment's overriding objective 
was to privatise the rolling 
stock leasing companie s as 
soon as practicable”. 

But the NAO said it was 
the department’s responsibil- 
ity to bring “all relevant 
financial considerations" to 
the attention of ministers. 

The NAO also dismissed 
the department's claim that 
it carefully examined the 
idea of clawbacks before 
deciding they would deter 
venture capital purchasers. 
“We found little written evi- 
dence of the department con- 
sidering this issue before 
final bids had been 
received-" 

Officials told the NAO feat 
minis ters, headed by Sir 
George Young, the transport 
secretary, wanted to sell the 
companies as soon as possi- 
ble to kickstart the rati pri- 
vatisation process. “The gov- 
ernment saw major 
advantages in the early sale 
of these very large busi- 
nesses, ahead of the privati- 
sation of Railtrack and fee 
train operating companies, 
including early receipt of 
substantial proceeds.” 

But the report states that 
the government's eagerness 
substantially reduced fee 
proceeds. The uncertainty 
about the rest of rati privati- 
sation reduced the number 
of bidders and the prices 
they were prepared to offer 
for fee three companies. 
Angel Train Contracts. Ever- 
sholt Leasing and Porter- 
brook Leasing. 
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Chill wind blows 



the glass i 



Competitors fear 
subsidised N Ireland 
fectory at time of over 
capacity, writes John 
Murray Brown 

S ean Quinn has defied 
his critics before, and 
this week he brushed off 
the complaints of British 
Glass, the industry body, to 
open his £60m (glDO^mj 
glass factory in County Fer- 
managh, one of Northern 
Ireland’s most controversial 
investments of recent years. 

The project, which compet- 
itors say is being unfairly 
subsidised at a time of over- 
capacity in the industry, is 
to create 329 badly needed 
jobs in one of the region's 
economic backwaters. 

Eric Qlsley, the backbench 
Labour MP whose Yorkshire 
constituency is dependent on 
the glass Industry, said yes- 
terday: "It’s the grant we’re 
opposed to. He can undercut 
the competition and invest 
in state-of-the-art equip- 
ment” 

The rhiii is already being 
felt wife United Glass in 
Harlow in Essex, to the east 
of -London, announcing last 
month it was laying off 100 
workers - blaming the 
strong pound and the 
increased capacity coming 
on stream in Northern 
Ireland. 

But the investment, which 
is backed by an £llAn grant 
from Northern Ireland’s 
Industrial Development 



Sean Qtinn ssys hfe Derryft*) plant wffi be the ertsapest glass producer in the UK or /natend. Crispin RodweH 


Board, is just the latest in a 
number of controversial 
business ventures which has 
marfa the Sean Quinn Group, 
one of the island’s largest 
privately owned companies 
employing 1,500 people, 900 
of them in the immediate 
border area of Fermanagh 
and County Cavan, wife a 
turnover in 1997 of £i3Qm. 

*Td always rather win a 
match on the pitch than in 
the boardroom," says Mr 
Quinn, a keen Gaelic foot- 
baller. But he disputes the 
charge he is grant-depen- 
dent, pointing out that 


before this latest project bis 
business received just Elm, 
having invested £70m in the 
local economy. Furthermore. 
the employees all pay UK 
tax. though 30 per cent come 
from the Irish republic 
across the border. 

Mr Quinn’s story is the 
stuff cf leg e nd in Ferman- 
agh. He left school at 14, bor- 
rowing £100 to start a small 
gravel business. After sink- 
ing a well on *h*> small fam- 
ily farm, he extracted the 
gravel which was washed on 
site and sold to local 

builders. 


In the 1980s, he built a 
cement plant which no one 
said would work and then 
invested £2Qm in a luxury 
hotel again in & remote bor- 
der area two hours' drive 
from Dublin, the republic’s 
capital or Belfast, the princi- 
pal city of Northern Ireland. 
He has since diversified into 
pubs and hotels. 

The vast building that will 
house the glass factory is' 
barely half a mile from his 
cement works, which is a 
few hundred yards from the 
British army watchtower 
marking the border. All of 


this Hr’dwaraeeu by : a series 
of wind turbines, another of 
Mr Quinn’s ventures. 

Whatever the .snipingv'the 
IDB clearly believes it is 
Harking >a tWinheT. But fee 
g1a<« factory Is Mr .Quinn’s 
most ambitious venture. 
And wife projected capacity 
of 180,000 tonnes - more 
than equal to the current 
Irish production capacity - 
other manufacturers are 
worried he will put them out 
of business. 

Mr Quinn feels there is 
plenty of room for another 
player, wife fee UR relying 
on imports -for 12 per cent of 
supplies and fee Irish repub- 
lic for 30 per cent. 

For fee government, his 
investments have been, vital 
in transforming a remote 
rural area ' of traditionally 
high unemployment that is 
clo6er to Sligo in the repub- 
lic than to Londonderry on 
fee Northern Ireland border, 
or Belfast 

“This is the way invest- 
ment should gu What we’re 
seeing is urban decline and 
rural growth," said Fergus 
McQ uillan, chairman of Fer- 
managh district council. 

Mr Quinn claims his plant 
will be fee cheapest glass 
producer in fee UK or 
Ireland- The project is expec- 
ted to be.io, production later 
this year with the furnaces 
fired tip in : June. - 

“The competition would 
like to have it all their own 
way. But I'm here and I'm 
trading and they will have to 
trade wife me,” he says. 


AAH in $117m revamp of pharmacies 


By Peg® Holfoger 
and ABson Smith in London 


AAH, the German-owned 
pharmacy group which 
includes fee Lloyds Chem- 
ists chain, yesterday 
unveiled plans to spend up 
to £70m (5117m) redevelop- 
ing its 1.400 UK neighbour- 
hood chemists. 

The group will rebrand its 
outlets - 8 mixture of HQls, 
Lloyds Chemists and 
Savory & Moore - under the 
Lloyds Pharmacy name. 


Stores will be refurbished 
wife “counselling areas” for 
pharmacists to give advice 
to customers and counter 
staff will be trained to field 
minnr inquiries. 

Some 400 stores will be 
rebranded this year at a cost 
of £20m and the balance over 
the next two years. 

Michael Major. AAH’s 
manag in g director, acknowl- 
edged the move was partly 
in response to growing com- 
petition from food retailers, 
most of whom are introduc- 


ing pharmacies in their 
stores. 

However, he said the new 
Lloyds format was based on 
the findings of extensive 
research on what customers 
wanted from their comm- 
unity pharmacists. Consum- 
ers had indicated they 
wanted a relationship that 
“they don’t seem to get wife 
the high street chains,” he 
said. “There is a role for help 
and advice which needs no 
appointment.” 

In addition AAH plans to 


offer advice on prevent- 
ative treatments, to develop 
what Mr Major called a “cen- 
tre for wider health issues" 
and relaunch its own-label 
range of products. 

The decision to revamp 
the community pharmacy, 
bringing pharmacists out 
from behind their counters, 
is in line with government 
proposals to cut the costs of 
the National Health Service. 
The government would like 
to see pharmacists in the 
country’s 12,000 pharmacies 


take on greater responsibil- 
ity for diagnosing and treat- 
ing jnhaar illnesses. 

High street chain Boots 
has already acknowledged 
this as a potential growth 
area and has its own concept 
store with advice areas. 

Clive Vaughan of retail 
consultants Verdict said that 
AAH’s moves made sense, 
although he questioned 
whether enough of the 
group’s pharmacies were suf- 
ficiently large to introduce a 
thorough service. 
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Lloyd’s to pursue Names for $ 2 17 m 


By Christopher Mams, 
Ins uran c e Corres po ndent 


Lloyd's of London said it will 
pursue former Names for 
£13Gm ($2 17m) in unpaid 
debt after a High Court 
judge ruled there were no 
grounds for their refusal to 
pay. 

Mr Justice Tuckey said 
yesterday that Names who 
declined to accept a Lloyd's 
settlement offer two years 
ago had failed to persuade 
him they had legitimate 
grounds for their refusal 

Lloyd's said after the rul- 


ing that it would obtain 
court orders next week 
against each of 570 Names 
still Involved In the action 
involving losses at Lloyd’s, 
rfoTwanriinp they meet indi- 
vidual tiahnittea. Around 50 
Names who were being pur- 
sued as part of the action 
have either voluntarily 
bankrupted themselves or 
negotiated a deal with 
Lloyd's under which they 
have agreed to pay all they 
can. 

It added that all the 
Names would receive docu- 
ments by post within the 


next few days containing a 
ftlH breakdown of what they 
owed, how their assets have 
been allocated and how 
much remained to be paid. 
Lloyd's Is trying to recover a 
total of £ 60 Qm hum non-ac- 
cepting Names, many of 
whom live in the US. 

Justice Tuckey accompan- 
ied his decision with 
strongly worded concerns 
about the lack of informa- 
tion made available to the 
Names, individuals who sup- 
ported business written by 
Lloyd's. 

He said members' agents. 


the businesses that handle 
the affairs of Names, 
appeared not to have prop- 
erly discharged their duty to 
provide information on the 
hill extent of their clients' 
assets and liabilities. 

“If Names are to have 
summary judgment entered 
against them ... it is only 
fair that they should be able 
to ascertain without diffi- 
culty or delay what other 
assets of theirs are or might 
be available," the judge said. 

His criticism followed con- 
fusion on the part of Lloyd's 
over how much the Names 


concerned owed to Equitas. 
the company that took 
responsibility lor Lloyd's 
losses in 1996. and bow 
much was also due to 
Lloyd's underwriting agents 
for separate liabilities. 

Commenting on the 
judge's concerns, Philip 
Holden, head of financial 
recovery at Lloyd's, said: 
“We did not feel it appropri- 
ate to provide information 
about areas other than what 
was owed to Equitas." 

He rejected suggestions 
that those who had held out 
and those who negotiated 


settlements were now being 
treated differently from 
other Names. "If they have 
limited assets, we'll take the 
maximum amount available. 
There's no point in pursuing 
blood from a stone. We want 
money, not to punish Names 
for not accepting the settle- 
ment offer." 

The United Names Organi- 
sation. an action group on 
behalf of Names, said it 
planned to appeal against 
the judgment, claiming Jus- 
tice Tuckey had not consid- 
ered all the information they 
were entitled to see. 


LAW REFORM PLANS TO CUT LEGAL AID BILLS 

Government’s law chief 
forced to back down 


By Robert Mca ami Liam 
Haffigan In London 


Lord Irvine, the Lord 
Chancellor, the govern- 
ment's senior law officer, 
was forced into a significant 
climbdown yesterday over 
his proposals for reform of 
the legal aid system. 

Plans announced last 
October to shave up to 
£300m (9501m) off the £67im 
civil legal aid bill by with- 
drawing aid fin: most money 
claims from April have been 
shelved following pressure 
from backbench Labour 
MPs, lawyers and consumer 
organisations. 

The Lord Chancellor also 
found himself embroiled in 
fresh controversy after 
announcing his revised pro- 
posals In the House of Lords. 

The prime minister’s office 
reacted strongly to BBC 
reports that Lord Irvine had 
“ducked out" of interviews 
on statement, dismissing 
them as “lies", “an outrage" 
and “a disgrace". 

“This coverage was wrong, 
and should be corrected," 
said the prime minister’s 
official spokesman. “Lord 
Irvine was anyway subjected 
to sustained and detailed 
questioning on this issue in 
the [House of] Lords”. 

The reforms, set out in a 
discussion document pub- 
lished yesterday, will now go 


ahead in two stages. The 
first stage will involve the 
extension of “no win, no fee" 
agreements to all cases 
except criminal family 
cases, together with a 
phased withdrawal of aid for 
most civil eiahng over two to 
three years. Legal aid will be 
withdrawn from most per- 
sonal injury cases from July. 

That will be followed by a 
legal aid bill in the autumn 
to introduce block contract- 
ing for legal aid work, a 
tougher test for granting aid 
and establish a Community 
Legal Service. 

The government now 
expects no savings to result 
from the reforms In the first 
year, but hopes to cut 
between £70-£100m a year 
from the overall £L5bn legal 
aid budget by the end of this 
parliament. 

Launching the revised pro- 
posals. Lord Irvine said: “We 
are working towards a sys- 
tem in which we can control 
expenditure, obtain good 
value for public money and 
target legal aid where there 
is the greatest need." 

The decision to postpone 
withdrawal of aid from most 
civil cases was welcomed by 
lawyers. Phillip Sycamore, 
president of the Law Society 
said: “The Lord Chancellor's 
Department has come a long 
way from the draconian cuts 
it was proposing last 


autumn." But there was crit- 
icism of the move to end aid 
for personal injury cases. 
“To force people who have 
had accidents at work, or on 
the road, to fund their 
claims by *no win, no foe’ is 
illogical, unfair and prema- 
ture.” said Heather HaHett 
QC, chairman of the Bar. 

The law reform pressure 
group, Legal Action Group, 
welcomed the government's 
recognition that reform was 
more complex than it had 
originally thought. 

Legal Aid expenditure con- 
tinues to rise at an unaccept- 
able rate. Over the past 
seven years the cost of civil 
and family legal aid has tri- 
pled to £67lm. The average 
cost of proceedings increased 
by 53 per cent above Infla- 
tion and at the same time 
the number of publicly 
funded cases or “acts of 
help” fell by 39,000. 

For the first stage of the 
proposals, conditional fee 
agreements will be extended 
to cover all categories of 
cases except criminal and 
fiunily cases from July, 
accompanied by a phased 
withdrawal of legal aid for 
most money Haimg over two 
to three years as the Insur- 
ance products to back condi- 
tional fees become available. 

The second stage will 
involve a bill to amend the 
Legal Aid Act 



London’s assurance on euro 


A 60-strong group of UK 
business leaders and politicians 
was In Brussels yesterday to 
promote London's role as a 
financial centra in spite of 
Britain refusing to join the first 
wave of economic and 
monetary union next year, Peter 
Marsh writes. The delegation, 
led by the Confederation of 
British Industry, the employers' 
organisation, win tali European 
Commission officials that the 
City of London will be fully able 
to deal with the single currency. 


Judith Mayhew, who heads the 
Corporation of London's policy 
and resources committee, said: 
“The City of London is the 
European global financial capital 
and we are ready and 
absolutely committed to this 
vitally important project. " 

Michael Frye, chairman of the 
CBI's London region and chief 
executive of the B.ETiott 
engineering businesses, said : 
“Our aim is to cfrtve home the 
message In Brussels that 
businesses throughout London 


will continue to play a central 
role in driving forward Europe's 
competitiveness and growth.” 
The visit was timed to help 
promote Britain's EU 
presidency. 

• From left above: Richard 
Nichols. Lord Mayor of London, 
Michael Frye of the CBI. Abdul 
Bhanfl, chairman of the London 
Week planning group, Jane 
Calvert-Lee, CBI London 
director, and Doug Henderson, 
minister for Europe 
Picture: Ashley Ashwood 


NEWS DIGEST 


HELCOPTER CRASH 


Government may launch 
new Chinook inquiry 

The government yeaorday a.g nal-ad ft mlgW 

inquiry wo the Chinook 1994 helicopter crash which Idled 25 

^“Srf^S tore*, minister, told Bra fcfe^atotoohh 
minee that despite contrary advice from some ministry of 
defence officials, he would considers - r *? a ~ 

anted with “relevant and substantial^ new evidence. 

Earlier Mr Reid said that on the 

so far. he would not contradict the RAFs verdict that ttw errah 
was caused by "gross negligence" by the two dead P 11013 - 
But he made dear the government maintained an open mind 
issue, and was prepared to continue to listen to those who 

qi ^Uam 1 continually having another look. I IhanewlaoHad let thteln 
detail not just because it’s a matter ol publfc Interest but because 
the Issue deals with human beings," Mr Rod said. 

Relatives of the dead pilots had feared Mr Reid wodduae yes- 
terday's House of Commons encounter to draw a irauder the 
Chinook affair. But they emerged seemingly reassured their 

finally# i-inttinrinn sflnw nnr- 


ENERGY REVIEW 


Hope for deep mining industry 

John Prescott, the deputy prime minister, yesterday threw 
another lifeline to the deep-mine coal industry, by expanding the 
government's energy review to Include the controls of open-cast 
mining. 

Mr Prescott said the government would conduct afullrevie w of 
the planning guidance which covers the granting of opencast 
licences, raising expectations that the rules would eventually be 
tightened. 

Many Labour MPs In mining areas have called for a ctampdowm 
on new licences because they fear that opencast production is 
squeezing out deep-mine and threatening Further job losses. 

Environmental groups have also been pressing for tougher con- 
trols on opencast operations. 

But the move was attacked by opencast cod producers who 
said It would extend the "unofficial moratorium" on the granting 
of new licences which has been in place since the government 
came to power in May. David Wighton 


FILM PRODUCTION 



Hollywood rescues group 

The London Film Commission, a body that promotes London as a 
location for film makers, has been saved from closure by a 
£100,000 ($167,000) donation from United international Pictures 
(UIP). one of Hollywood's biggest International film distributors. 
Christina Albery, director of the LFC, said that without the dona- 
tion the commission, which has helped films such as Tomorrow 
Never Dies. Wilde and 101 Dalmations to be shot In London, 
would have had to dose in four weeks' time. 

The donation comes at a sensitive time when UIP, a joint ven- 
ture between Universal, MGM/UA and Paramount, three of the 
biggest US movie studios, faces the threat of being forced to 
break up by the European Commission. The LFC said that UIP 
has been one of Its principal financial supporters since Its launch 
in 1995. The latest donation from tile US Includes a cash injection 
of £50,000 to keep the LFC afloat Alice Hawt ho r n 


SIEMENS 

NIXDORF 



SCENIC Pro: “0, PRIMERGV 460, thou art my server, 
so scalable, so available, so trustworthy, with thy 
powerful network cards and remote diagnosis - 1 ne'er 
saw true beauty till this day." 

PRIMERGY 460: 0, my client, how thou reassures! 
me with thine access protection, and then thy desk- 
top management, so handy, so intelligent 0, my only 
love, let us hence!" 

Precisely! Visit httptfwww.sni.com/pc 
Anything else we can do for you? 

At CeBIT, by the way, you'll find as in hall 13. 
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PC and Server 

Siemens Nixdorf: User Centered Computing 




&BIT98 

HANNOVER 
19. — 25. 03. 1 993 









f Si \ 



*y 5 aun C h 

HlUiry 


^ nin 9 industry 


ues group 


•y •'. • *■ 


i/ 

*• 1 - 


- 


I>- vr:r ■ ■ ' 


t -v • '» ' ■ ’ 

irA* ■-r 1 ’- ■ 





^WANCIAL TIMES THURSDAY 


MARCH 5 1998 


CINEMA 


Feelgood sound 
of adolescence 


Good Will Hunting is one of 
those rare Hollywood feel- 
good movies that don’t leave 
you hungry for a feelbad one 
for some spice and cyni- 
cism to remove the taste of 
sugary optimism. 

The film’s ambition Is win- 
ning and simple: to present 
an all-round human being. 

The title hero, played by 
newcomer Matt Damon, is a 
young maths prodigy who 
brawls, drinks, lifcpa g^is 
and has emotional problems. 
He needs to be sorted out 
-so many of us do - by a 
lovable psychoanalyst like 
Robin Williams. 

It can be argued, and has 
been by those instantly sus- 
picious of nine Oscar nomi- 
nations, that the film is too 
twee, synthesised, bramidic. 
“will Hunting” is the hero’s 
name and a symbolic one. ft 
announces: find your motive 
power in life and you will 
find your life. As written by 
Damon himsoif and co-star 
Ben Affleck (of Chasing 
Amy), who scripted it on 
spec while students at Har- 
vard, the story deals in Peter 
Pan dysfunctionalism. No 
problem is so great that, if 
you make a deep deep wish, 
it won't go away. 

So this hero, who is part 
James Dean, part Einstein, 
and whom we meet as a 
floor-sweeper at the Massa- 
chusetts Institute of Tech- 
nology, first boggles Boston 
by completing a devilish 
equation set by JVDT Profes- 
sor, Stellan SkarsgartL One 
night he Just ambles up to 
the blackboard in the corri- 
dor and fills in the. .hiero- 
glyphics. Next morning, 
there are ga pin g looks from 
the students and boffins. 

Following that, -can the 


Professor rescue Will from a 
rap sheet almost as long as 
the equation — mainly 
assault and petty crime - 
and from self-destruct 
impulses stemming from an 
abusive foster father? Enter 
Robin Williams, pursu ed by 
a beard. Williams looks Wro 
an actor who’ has been given 


GOOD WILL 
HUNTING 
Gas Van Sant 


BENT 

Sean Matthias 


MRS DALLOWAY 
Marleen Gorris 


KISS THE GIRLS 
Gary Fleder 


UN AIR DE FAMILLE 
Cedric Klapisch 


12 hours to grow up after 
Ftubber and has obediently 
turned grey overnight This 
is his best, quietest, least 
cringe-making performance 
in years. The psychoana- 
lyst’s own broken marriage 
troubles are treated as one 
cracked mirror held up to 
another. Man and boy are 
soon banding, badinage-log, 
and binding each other's 
wounds. 

Not that soon, though, in a 
126-minute film. Our hero 
must also romance a free- 
spirited English girl, played 
with panache and a to uch of 
the Emma Thompson vocals 
by Minnie Driver, and live 
up his rebel-withont -cause 
reputation by spuming most 


Master craftsman 
works his formula 


THEATRE 

ALASTAffiM 


Tboigs We Do For Lowe 
QeigBd Theatre 


On the one hand, each new 
play by Alan Ayckbourn has 
taught us that there is no 
such thing as “an Alan 
Ayckbourn play”: he loves 
surprising us. The man is a 
master craftsman: a virtuoso 
juggler of a play's compo- 
nents; a disconcerting chef 
of its comic and serious 
ingredients; an impish socio- 
logical satirist; a shrewd psy- 
chologist; a disturbing culti- 
vator of the mustardseed of 
evil in the seemingly safe 
domestic hearth; a generous 
diagnostician of the unliber- 
ated modern woman. 

On the other hand, each 
new Alan Ayckbourn play 
teaches us nonetheless that 
than is indeed such a thing' 
as an Alan Ayckbourn play. 
Each play seems to reveal 
the same Ayckbourn shrug; 
each play seems to say: 
“There’s nowt so queer as 
folk" - and not much more. 
Though characters in Ayck- 
bourn are unpredictable, 


they seldom reveal any 
largeness of spirit. 

Perhaps I do an injustice - 
an injustice to that echt 
Ayckbourn bitter-sweet reac- 
tion of clamping a. band in 
horror over my mouth even 
as I guffaw in helpless mirth. 
But Ayckbourn does not 
become a larger playwright 
with each new play; he 
merely becomes a cannier 
one. Certainly that is how 
the latest Ayckbourn leaves 
me. Things We Do For Looe, 
new in Scarborough last 
year, has arrived in the West 
End. Canny, yes; surprising, 
yes. Also small-spirited; yes. 

Barbara, a elegantly frosty 
spinster entering her middle 
age, allows an old school- 
friend, Nikki, plus fiancg. 
Hamish, to use her recently 
vacated upstairs fiat - even 
though at first she (Barbara) 
and Hamish take an instant 
and complex dislike to each 
other. At first. Meanwhile, 
the downstairs flat is occu- 
pied by Gilbert, a seemingly 
dull postman who doubles as 
household plumber, but 
whose private life proves to 
be less dull and more 
nnha ppy than anyone imag- 
ined. From this domestic 


basis. Ayckbourn bends and 
twists his plot ingeniously. 

It would spoil the fan to 
tell just where he takes it I 
will content myself to say 
that, for the first half of the 
play. I could not see even the 
most obvious plot complica- 
tion coming; and that, at one 
point in the second half, I 
thought - wrongly - that all 
four characters were going 
to wind up dead. Ayckbourn 
is much more like Agatha 
Christie than one might sup- 
pose: he is forever entertain- 
ing us by revealing just bow 
much trouble lurks behind 
the facades of his equivalent 
of St Mary Mead, and by 
keeping us on tenterhooks 
as to how it will end. and by 
digging only so deep as will 
keep us comfortable. 

Ayckbourn himself directs, 
and allows a few moments to 
seem more creaky than need 
be. The music for the scene- 
changes, for example, is 
tritely terrible. Barbara and 
Hamish are meant to be the 
same age. Nikki slightly 
younger but. as cast Ham- 
ish looks very much younger 
than both women. Admit- 
tedly, as Barbara. Jane 
Asher is, as Dame Edna 


-y)> 




THE ARTS 


of the fringe-academic jobs 
the Prof puts farm up for. 

Yet director Gus Van Sant 
- Hollywood’s counter-cul- 
tural poet in ‘ residence 
(Drugstore Cowboy, My Own 
Private Idaho) - seems to 
have tuned into the rhy thm 
of the spheres. A movie 
whose basic plot could be 
written on the back of a mol- 
ecule does not have a dull 
minute. There are little flur- 
ries of visual inventiveness, 
like the multiplied images in 
a “fly’s-eye-view” flashback 
to Will's tormented boyhood. 
And in a fable about the 
transforming power of learn- 
ing there are magical grace- 
notes, like the near-sublimi- 
nal glow of a richer, rosier 
light on the hero's face when 
he gazes at the books in Wil- 
liams's office. 

The film Is in great part 
Damon’s own triumph. With 
his bruised blue eyes, charis- 
matic sloppiness of gait and 
hormonal baritone of a 
voice, be is the kind of 
youngster everyone wants to 
mother, even the mop in the 
audience. If you close your 
eyes, you can hear the sound 
of your own adolescence. If 
you open them, Damon gets 
even better: In reaction shots 
the face has a real, wry. 
ftinny subtlety. In a Holly- 
wood where young hopefuls 
often fall at the second or 
third fence - what price Mat- 
thew McConaughey after 
Amistad? - a tenner 'on 
Damon may be a good tip. 

★ 

Bertt has an early scene with 
Mick Jagger in drag and 
never quite recovers. On 
stage Martin Sherman’s gay 
love story, begun in the 
fiesbpots of 1930s Berlin and 
ending in a Nazi stalag. 
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Part James Dean, part Sustain: Matt Damon as WB (right) bonding with Robin WiBams* psychoanalyst in ‘Good W5B Hunting 1 


could successfully culture its 
metaphors and abstractions: 
the closed, defiant world of 
the spirit flourished in the 
closed, defiant world of the 
theatre. 

On screen we keep won- 
dering - what city is this? 
What moment in history? 
Berlin is a riot of sub-Fellini 
wassailings, with a rouged 
Jagger Rin ging from a tra- 
peze and Sir Ian McKellen as 
“Uncle Freddie” moueing 
camply through the bomb- 
sites like a time-warped 
Frankie Howerd. 

Just outside Berlin. Nazi 
queer-hunters with sniffer 
dogs patrol the woods. And 
once we reach the concentra- 
tion camp, the two lover 
heroes (Clive Owen and 


Lothard Bluteau) hump their 
rocks in an ordeal that was 
compelling in the theatre 
but seems both arbitrary end 
cumbersomely heraldic here. 

Sherman's great scene of 
non -contact sex still has 
power. And even handi- 
capped by a French accent, 
Bluteau suggests a man 
whose courage, panicked by 
history, is kept in place only 
by blind wilL By contrast, 
Owen's stilted acting and 
leaden Estuary accent more 
suggest a poor audition 
unwisely extended into a 
performance. 

If we are to have trans- 
planted art, the stage-to- 
screen Bent is still better 
than Marleen Gorris's page- 
to-screen Mrs Dalloway. 


There is a longstanding And- 
rews Theory that no one has 
read this Virginia Woolf 
dfKsir. Enough for most lite- 
rati that the great experi- 
ment happened: stream of 
consciousness, feminist 
awakening. Freudian 
inquest on the Great War. 
etc. Actually sitting down 
with Woolf’s mazy, enrap- 
tured prose may be a devo- 
tion too far. 

I half-read it once and half- 
read it again after the movie. 
You have to. You 'have to 
know why Vanessa Red- 
grave. playing the party- 
hosting politician’s wife en 
arise, lent herself to this felly 
written by a fellow actress. 
Eileen Atkins, and directed 
by a Dutchwoman. It con- 


sists mainly of stalwart 
English character actors 
bumping into each other in 
Belgavia - John Standing. 
Michael Kitchen. Sarah 
Badel and others - while 
Rupert Graves mans the par- 
allel plot about a shellsh- 
ocked war veteran. Redgrave 
herself is so distrait and 
ethereal that she seems to 
have joined the party from 
another planet. And the 
voice-overs and cross-cut- 
tings between time come 
nowhere near an adequate 
movie response to Woolfs 
prose, which even if tough to 
read, at least changed the 
course of literary history. 

Nought for your comfort 
in the week’s other films. 
The kidnapping thriller Kiss 


The Girls, starring Morgan 
Freeman and Ashley Judd, 
mates yesterday's The Collec- 
tor with today’s serial kina' 
vogue. Director Gary Fleder, 
who made the far better 
Things To Do In Denver 
When You're Dead, numbly 
piles on the shrieking girls 
and screaming -contrivances. 

Cfidric Rlapisch's two- 
year-old Oh Air De Farmlle is 
an ex-stage comedy about a 
bibulous family reunion, and 
filmed with no nonsense 
about “opening out”. You 
just sit there in a small-town 
French restaurant and lis- 
ten. or peer at the subtitles 
fringing the tablecloths. 


Nigel Andrews 




Pageantry and politics 
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Jane Asher and Serena Evans in 'Things We Do For Love 1 


would say. in a mahvellous 
state of preservation. She 
nicely catches several of tbe 
signs of spinsterish solitude 
- the disinclination to look 
her visitors in the eye, the 
readiness to sit with knees 
apart, and so on - but, like 
Ayckbourn himself, she 
seems to be applying all this 
observation shrewdly from 
the outside. Too often she 
lets us know tbat we are 
merely watching safe old 
theatre: most notably in her 


three brief soliloquies. 

Steven Pacey is Hamish, 
Serena Evans is Nikki. Barry 
McCarthy is Gilbert. Skil- 
fully they show as just how 
formulaic each of their char- 
acters really is; and, no less 
skilfully, just how neatly 
Ayckbourn knows how to 
manipulate a formula. This 
is a well-made and emi- 
nently forgettable play. 


Gteigad Theatre, London WC2 
10171 494 5065). 


How best to stage 
Shakespeare and Fletcher's 
Henry VHP Go for the pomp 
and pageantry that tradition- 
ally cany off this awkwardly 
solid play, or seize on the 
ambivalent potential in the 
sub-title. “All is True”, to 
come up with a strenuously 
unceremonious interpreta- 
tion? Director Gregory 
Doran and designer Robert 
Jones chart an ingenious 
middle course that lends 
dynamism and dimension to 
the piece. 

In Doran's R SC produc- 
tion. first seen in Stratford 
and now at London's Young 
Vic. they contain the pomp 
and splendour in a gilded 
box hidden behind two mas- 
sive doors, on which are 
emblazoned the words “All 
is True”. Three times in the 
play, at the talk of the Fields 
of the Cloth of Gold, at Anne 
Bullen's coronation and at 
the christening of Princess 
Elizabeth, the huge doors 
are flung open and the stage 
is swamped in a glorious dis- 
play of heraldry. 

We see. Henry astride a 
golden horse, or Anne rigid 


with jewels, the whole thing 
bathed in a golden light that 
suggests majesty, might and 
money. Otherwise, the doors 
are kept shut, and on the 
dark, bare stage, the back- 
stabbing politics that sustain 
this glorious facade are 
played out 

The tension between- 
appearance and reality ani- 
mates the political intrigues, 
ecclesiastical struggles and 
domestic tragedies of the 
piece. The cast beautifully 
costumed in black, gold and 
grey by Jones, may look for 
all the world like a Holbein 
painting, but they also fidget 
and twitch with nerves as 
the courtiers gather in gag- 
gles, painfully aware of tbe 
precarious nature of their 
existence. 

Paul Jesson as Henry is 
fleshily handsome, and sug- 
gests the fickle, bullying 
nature of a monarch who 
can cast off wives, courtiers 
and advisers as the fancy 
takes him. We witness how 
pliant his version of the 
truth can be. as his “con- 
science" suddenly dictates 
that he divorced Katherine 
of Aragon, leaving him free 
to wed the younger Anne. 

We Infer how brutal he 
can be by the way his court- 
iers cower like children 
before a violent adult when' 
be appears irked. And Doran 


undercuts the ending, in 
which the Archbishop of 
Canterbury cradles the baby 
Elizabeth and prophesies the 
glory of her age, by sending 
a gaunt Anne Bullen on 
stage quietly to finger her 
neck. 

In the midst of all this 
moves Jane Lapotaire's 
Katherine, a lonely, dignified 
and touching figure, if some- 
what burdened by her Span- 
ish accent. Her combination 
of disbelief and outrage at 
Henry’s rejection is potent 
she suggests the injury to 
her honour with just a side- 
ways look at the small stool 
provided for her at the trial, 
and she has a splendid show- 
down with Ian Hogg's. sly, 
heavy-lidded Cardinal Wol- 
sey. whom she perceives to 
be the architect of her ruin. 

As she seeks refuge in the 
laundry with her ladies in 
waiting, quietly folding Hen- 
ry's clean shirt, another 
strand of the play emerges: 
the powerlessness of women 
and the common bond this 
gives them. There are lovely 
performances too from David 
Collings as tbe spinsterish 
Cranmer, Archbishop of 
Canterbury, and Guy Henry 
as the world weary Lord 
Chamberlain. 


Continues at the Yotmg Vie, 
London SCI (0171 638 8891). 


international 


La Mormato 

Tet 32-2-229 1211 
Duke Bluebeard's Castle: new 
production of Bartdk’s one-act 
opera, conducted by Kwamfr Ryan. 
Staging by Anne Teresa de 
Keersmaeker, who is also ' 
choreogra p her of QuatuorNr. 4, 
which completes the programme. 

The sets for Bluebeard are by 
Gtsbert JSkei, with costumes by Rudi 
-Sabounghi; Mar 5. 6. 7, 8 


Harrison and Soto; Main Auditorium, 
Centro Cultural de Belem; Mar 9, 10 


LONDON 

CONCERTS 

Barbican Hail 

Tat: 44-171-638 8891 

The Royal Opera: Der FreischOtz, by 

Weber. Concert performance 

conducted by Bernard Haitink. Cast 

rncftides Thomas Moser; Mar 6 


Daniel/William Lacey; Mar 5, 10 
• Xerxes: by Handel. Conducted by 
Nod Davies in a production by 
Nicholas Hytnar, revived by Emma 
Jenkins; Mar 6 


BELFAST 


OPERA J „ 

Opera Northern irafand. Grand 
Opera House 

rrfr 44-1222-241919 
Hansel and Gretet by Humperdinck. 
Conducted by Graham Jackson m a 
ataging by Aldan Lang, with designs 
by Las Brutharaton; MarS.-7 


BERLIN 

CONCERTS 

PMharmonfe 

Tel: 49-30-2548 8354 
Berlin Philharmonic Orchestra: 


CHICAGO 

exhibitions 

Art Institute Of Chicago 

Tet 1-312-443 3600 
www-artic.edu 

Italian Baroque Terracotta fitxn the 
Hermitage Cotfectfon: 35 works never 
before seen in the US. including 
pieces by Bernini and Algardi. 
Collected in the 17408 by the Abbot 
Farsetb before they were acquired by 
the Tsar, many of these sculptures 

were in storage for two centuries; to 

May 3 


DANCE 

The Place 

Tel: 44-171-387 0 161 

Yolanda Snaith: Blind Faith. With a 

score by Graeme Miller and a set by 

Bamaby Stone. Part of the Spring 

Loaded season; Mar 5, 6, 7 


Shaftesbury Theatre 
Tel: 44-171-379 5399 

• Welsh National Opera: La 
ctemenza d) Tito, by Mozart New 
production, conducted by Charles 
Mackerras in a staging by Yarvvs 
Kokkos; Mar 5, 7 

• Wdsh National Opera: 
L’incoronazione di Poppea, by 
Monteverdi. New production, with the 
Bavarian State Opera. Conducted by 
RinaJdo Alassandrini in a staging by 
David Alden; Mar 6 


Bayerische Staatsoper 

Tel: 49-89-2185 1920 
The Midsummer Marriage: by 
Michael Tippett Munich premiere. 
Mark Elder conducts a production 
staged by Richard Jones, with e cast 
including Alison Hagley and Philip 
Langridge; Mar 6 


centuries. Including the most 
important known “doth of gold”; to 
May 17 


NEW YORK 


CONCERTS 

Avery Rshw HaJL Lincoln Center 
Tel: 1-212-875 5030 
New York Philharmonic: conducted 
by Yuri Temkkanov in works by 
Mussorgsky, Prokofiev and 
Shostakovich. With vtofin soloist j- . 
Glenn Dicterow; Mar 5, 0.T- 


OPBRA 

Metropolitan Opera, Lincoln Center 

Tel: 1-212-362 6000 

www.metopera.org 

Samson et Dafila: by Saint-Sadris. 

New production by Bijah Moshinsky, 

with designs by Richard Hudson; 

Mar 7, 'iO £■••• ' • "•* •. 


. Davies Symphony Hall 
Tet 1-415-864 6000 
www.sfsymfAony.org 
San Francisco Symphony Orchestra: 
conducted by Michael Tiison Thomas 
In Mahler’s Symphony No. 6; 

Mar 8, 7 


Mahler's Symphony No. 2; 
Mar 5. 6. 7 


DANCE 
Deutsche Oper 

Tel: 49-30-34384-01 
_schatten von sehnsucht^Last 
Blues: promta* of a new 

choreographed by Renato Zaneto to 
Maria Danner; 

Mar 7 


FLORENCE 

OPERA 

Teatro Goldoni 
Tet 38-55-211158 

wwjnaggiofiorentina.corn 

Orfeo; by MontivertS. New staging by 
Luca ftoneonf, to celebrate foe 

reocerung ol the Teatro Goldon.. The 


exhibitions 

The Photographers’ GaBery 
Tet 44-171-831 1772 
The Citibank Private Bank 
photography Prize: display of work 
by shortlisted artists Andreas Gursky, 
Hiroshi Sugimoto. Thomas Demand, 
Paul Graham and Katia Liebmann. 
The winner's name will be posted live 
on the Prize website on Mar 18 
www. atibankpm&ebankphatopnze. 
co.uk : to Mar 28 


MANCHESTER 


CONCERTS 
Bridgewater Hall 
Tet 44-161-907 9000 
Hanover Band; conducted by 
Nicholas McGegan In works by 
Bach, Boyce and Handel. With vlofin 
soloist Anna McDonald and oboe 
player Frank De Bruine; Mar 7 


MILAN 


| BRUSSELS 


OPERA 


LISBON 

DANCE 

ICO Days Festival Expo 

Mark Morris Dance 

Want to Love by Monteverdi. Gtona 

by Vhrakft. Ora™ 1 Duo by Lou 


OPERA 

English National Opera, London 
Coliseum 

Tel: 44-171-632 8300 

# The Bbdr of Love: by Donizetti. 
New production, directed by Jude 
Kelly and designed by Robert Jones. 
The conductor is Michael Lloyd; 

Mar 7 

• The Tales of Hoffman: by 
Offenbach- New production by 
Graham Vick, designed by Tobias 
Hoheisei and conducted by Paul 


OPERA 

Testro aSa Sea la 

Tat 39-2-88791 
www.te 9 cata.mHan 0 .it 
Kovandna: by MussorgsW. 
Production from the Mariinsky 
Theatre of St Petersburg conducted 
by Valery Gergiev In a staging by 
Fedor Lopukhov, with designs by 
Fedor Fedonwski: Mar 5, 6, 8 


Carnegie Hall 
Tef: 1-212-247 7800 
wvm.came^etwK.org 

• Houston Symphony: conducted 
by Christoph Eschenbach in works 
by Dvorak, Tchaikovsky and 
Stravinsky- With piano soloist Tzlmon 
Barter Mar 5 

• Sonfdos de las Americas: 
Argentina. The American Composers 
Orchestra's fifth annual festival of 
contemporary music from Latin 
America culntinstes In a concert 
festering four premieres by 
Argentinian composers, conducted 
by Dennis Russell Davies. The 
week-long celebration also includes 
chamber concerts In the Wd8 Recital 
Han: Mar 8 


New York City Opera, New York 

State Theater 

Tel: 1-212-870 5570 ' . ' , 

www.nycopera.c 6 m 
.JjEfiohfime: by Puccini. Conducted 
: by George Manahan and staged by 
.:<Stt*fefeSciutti;iytar.6,7 .. 


TOKYO 

OPEWL 

Bunfcamura 

Tel: 81-3-3477 9999 

Shinano-noKuni Zenkoji Story: by 

fatao Matsushita. Conducted by 

Kotaro Sato in a staging by Hideo 

Kara®. With the Tokyo Philharmonic 

Orchestra; Orchard Hafl; 

Mar.?. 8 


PARIS 


TV AND RADIO 


CONCERTS 

SadePleyel 

Tet 33-1-4561 6589 
Orchestra de Paris; conducted by 
Matthias Bamert In works by Elliott 
Carter, Mozart and Prokofiev. Whh 
piano soloist Peser Frank!; Mar 5 


• WORLD SERVICE 
BBC World Service radio for Europe 
can be received in western Europe 
on medium wave 648 kHZ (463m) 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 


ROME 


MUNICH 


EXHIBITIONS 

Metropolitan Musetm of Art 

Tel: 1-212-879 5500 

www.metmuseum.org 

When Silk Was Gold: Central Asian 

and Chinese Textiles. Featuring 64 

precious textiles from the 8th to 15th 


Vila Medici 

Francesco Salviati: 1510-1583. First 
major retrospective devoted to 
Sahriati, one of the lesser known 
Florentine Mannerists. Includes 
around 135 works. For the duration 
of the exhibition, there win be guided 
visits to see his frescoes, the most 
spectacular of which is to the French 
Ambassador's study; to Mar 29 


• CNN International 
Monday to Friday, GMT: 


06«3O! Monaytine with Lou Dobbs 
13J0; Business Asia 

19J30: Works Business Today 
22JXL World Business Today Update 


05:07; 06:07; 07:07; 0820; 0920; 
1020; 1120; 1122; 1220; 1320; 
1420. 


SAN FRANCISCO 

CONCERTS 


At 0820 Tanya Beckett of FT7V 
reports live from UFFE as the 
London market opens. 


FINANCIAL TIMES THURSDAY MARCH 5 


COMMENT & ANALYSIS 



SAMUEL BRITTAN 


At your discretion 


The medium-term financial strategy outlined by the chancellor’s 
economic adviser is a step forward but leaves some problems 


Winston Church HI excelled 
at making speeches. He was 
also good at laying bricks 
(which was one of his 
hobbies). He may even have 
been better than most most 
professional bricklayers. 
Nevertheless it was still 
desirable that Churchill 
should spend his working 
time making speeches. For 
his margin of advantage as 
an orator exceeded any 
advantage he had as a 
bricklayer. 

This homily on the law of 
comparative advantage has 
an application to the UK 
chancellor’s personal 
economic adviser, Edward 
Balls. The latter featured in 
a notorious television series 
as, among other things, a 
spin doctor to the 
chancellor, Gordon Brown. 
For an I know, Mr Balls is as 
good as any other spin 
doctor. But it is still 
desirable that he should 
spend his time on economic 
analysis where hia margin of 
advantage is greater. 

This lesson emerges 
dearly from a paper of his 
Boon to be published in the 
Scottish Journal of Political 
Economy. Its title, “Open 
Macroeconomics in an Open 
Economy”, would make a 
poor soundbite. But its 
subject nmtter is the 
perennially important one of 
how to achieve non- 
inflationary growth. 

The author admits to a 
misspent youth writing silly 
anti-monetarist essays but 
was induced to take Milton 
Friedman seriously by a 
Harvard professor who 
called his dog “Keynes”. Mr 
Balls now embraces Mr 
Friedman’s Insight that 
expansionar y financial 
policies do not lead to fester 
growth and high 
employment but to boom 
and bust 

He now proclaims the 
virtues of a medium-term 
financial strategy. The 


problem is that the 
"intermediate indicators” 
that governments have 
chosen to target to secure 
sound money have broken 
down. It is difficult to find a 
measure of the money 
simply which one can be 
confidant will retain a stable 
relation either to gross 
domestic product or to 
prices. Attempts to use the 
ex chang e rate as a substitute 
came to grief in the UK both 
when the D-Mark was 
I shadowed and when the 
1 Major government formally 
joined the Exchange Rate 
Mechanism for a sad 
two-year period. 

But going back to 
unfettered political or 
central bank discretion is no 
answer. The new trick is to 
give policymakers enough 
discretion to take account of 
changing economic 
relationships, bat to do so in 
pursuit of publicly stated 
objectives against which 
their performance can be 
checked. 

Mr Balls lays down four 
principles. They are ( I have 
slightly changed the order): 

• Stability through 


constrained discretion. 

• Credibility through 
maximum transparency. 

• Credibility through 
pre-commitment 

• Credibility through 
sound, long-term policies. 

"Constrained discretion” 
looks like another of Mr 
Balls’s neologisms. In fact 
the term was invented by 
Mervyn King, the Bank of 
England deputy governor. It 
is expressed in the UK 
through the official 214 per 
cent inflation objective. The 
Bank’s monetary committee 
is free to use monetary 
targets, or not. and to 
monitor whatever indicators 
it considers appropriate, so 
long as its performance can 
be checked by what actually 
happens to inflation. 

The principle of 
transparency is reflected in a 
variety of Bank obligations. 
It has to publish not only an 
inflation report, but the 
minutes of its monetary 
committee meetings and the 
votes of those attending. If 
inflation exceeds or falls 
short of target by more than 
l percentage point, the bank 
has to write a public letter to 
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explain why this occurred 
and when it expects to 

return to target. 

The principle of 
“pre-commitment" (to the 
pursuit of low inflation) lies 
behind the derision to make 
the Bank of England 
operationally independent 
For it is tempting for 
governments to find a 
pretext for pumping “cheap 
money and lots of it" into 
the economy before an 
election in the hope that the 
inflationary pay-off will not 
come until later. Whether or 
not the Bank derides to raise 
interest rates today, no one 
will suggest a political 
motive. 

The item “sound long-term 
policies" refers to fiscal 
policy. One cannot put 
constraints on government 
budgets equivalent to those 
arising from central bank 
independence. Continental 
countries have been terrified 
into reducing their deficits - 
not necessarily at the right 
time or in the right way - by 
being told that this is 
required for economic and 
monetary union, which in 
turn is supposed to be 
necessary to prevent a new 
war, to restore French 
influence in Europe, or to 
protect Italians from their 
own ramshackle politics. 

The present British 
intention is to legislate a 
code for fiscal stability 
under which budget deficits 
over a business cycle will 
| not exceed what is required 
| to finance capital spending 
I and to prevent the debt to 
GDP ratio from rising. Any 
departure from these 
principles will have to be 
fully and exhaustively 
explained. It is a kind of 
domestic equivalent to the 
Emu Stability Pact and - 
like the Pact - a good deal 
better than nothing. 

With long-term policies, an 
inflation target is not 
enough. For although in 
normal times the main arm 
of monetary policy is to 
contain inflation, it also 
needs to be able to maintain i 
demand in n ominal terms to ■ 
ward off recession or slump. 

The new orthodoxy 1 

assumes that recessionary I 
pressures will show ; 

themselves through the 
undershooting of the 
Inflation range. Yet the 
short-term curve linking 
output and employment to 
the behaviour of prices may 
be neither stable nor 



symmetrical; and output 
could fall a good deal shurt 
of its sustainable path 
without retail price inflation 
falling below the lower 1' r 
per cent limit set for the 
Bank. There Is still a place 
for a nominal GDP objective 
at least to supplement the 
inflation one. 

Nevertheless the Balls 
principles have so far 
withstood the test of 
practice. UK 10-year bond 
yields came down with a 
bump after the Labour 
government gave the Bank 
its long-desired 
independence - and with 
them Inflationary 
expectations. Over the last 
year the fall in bond yields 
has been greater in the UK 
than in the US or Germany. 

Yet there is some way to 
go. For the level of British 
long-term yields is still a 
percentage point higher than 
German, French or even 
Italian ones. This suggests 
that tbe purely domestic 
eoun ter-infla tionary 
framework put in place by 
Norman Lamont and then 
improved by Mr Brown, has 
not yet achieved the level of 
credibility accruing to 
prospective early members 
of Emu. 

Of course we know that 
the Treasury political team 
would like to join Emu as 
soon as possible. But there is 
a problem here for the Balls 
analysis. For under Emu tbe 
UK would be stuck with the 
equivalent of a fixed 
exchange rate, which be 
regards as a bad 
intermediate indicator - not 
for a few years, as under the 
ERM, but Indefinitely, 
saving some catastrophic 
break-up of tbe whole 
European system. 

If the UK stays out of 
Emu. it mn maintain a 
discretionary monetary 
policy of its own. But its 
external trading sector will 
suffer from the violent 
exchange-rate lurches of the 

kind of which man ufacturers 
are at this very minute 
complaining. Not all 
problems have solutions. 

One can only hope when 
Emu bas settled down that 
the monetary policy needs of 
different parts of Europe will 
not be as wide apart as they 
were when tbe old narrow 
ERM split in the early 1990s. 
Otherwise there will just be 
a choice of evils. 


LETTERS TO THE EDITOR 


Policy to encourage young farmers 


From Mr .John L ee. 

Sir. We hope the proposed 
increase in EU milk quotas 
l TAJ milk quota boost for 
young farmers”. March 2> is 
just the first in a course nf 
sorely needed shots in the 
arm (■ ■ vitalise young farm- 
ers. 

The European Commis- 
sion's current proposals on 
the future of agriculture pay 
scant attention to the needs 
of young fanners at a time 
when they need all the help 
thev can get. Our calls for 


adequate installation poli- 
cies - to encourage new 
young farmers to set up — 
have been ignored. 

Moreover, there is every 
sign that current policies 
will lead to young fanners’ 
incomes relying more on 
direct payments and less on 
the actual sale of products. 
These indicators are inauspi- 
cious. 

We want to develop a 
vibrant, renewing, agricul- 
tural sector. The fanning 
community across Europe, 


as your article points out- is 
ageing rapidly and unless 
current policy Is changed in 
such a way that it encour- 
ages young farmers to estab- 
lish themselves, tbe Euro- 
pean agricultural sector does 
not have a viable future. 


John Lee, 
president 

European Council of Young 
Fanners, 

23-25 Rue de la Science, 
B-I040. Brussels, 

Belgium 


Ignored 


Barrier to skills solution 


From Ms Anna Farrell. 

Sir. “Black man's burden" 
(February 14-151. which deals 
with African men's prob- 
lems. makes no reference to 
women. It is as if the entire 
African continent is popu- 
lated by men. and men only. 
Maybe Africa “has failed to 
put itself to rights" because 
it ignores half its population 
- women (and FT's Nicholas 
Woodsworth is an accom- 
plice to the crime). 


Anna Farrell. 

Natalie Zahlesvej 21. 2.th, 
2450-DK Copenhagen. 
Denmark 


From Mr Roger Algase. 

Sir. Re “Looking abroad 
for IT skills” (February 27). 
there is no doubt the US 
needs more skilled foreign 
workers. Unfortunately. US 
immigration policy is not 
based purely on economics. 
An unspoken but powerful 
factor is that politicians in 
both main parties are trying 
to exploit anti-minority sen- 
timent among voters by 
enacting strongly anti-immi- 
gration legislation. Since 
most immigrants in tbe US 
come horn outside Europe, 
recent immigration restric- 
tions are already having a 


devastating effect oh Asian, 
Latin American and Black 
communities in the. US. Do 
not expect Congress to pass 
any law that would lead to a 
big increase in work visas 
for IT professionals from the 
Indian subcontinent or else- 
where in the developing 
world until the US becomes 
much more honest in facing 
and overcoming its history 
of racial discrimination. 


Roger Algase. 
attorney at law, 

875 Avenue of the Americas, 
Suite 1400, 

New York, NY100QL US 


Patten inflation legacy has hit Hong Kong 


From Mr Robert Fell. 

Sir. Your headline. “Hong 
Kong department stores see 
sales fall in Asian crisis" 
(February 27). on the retail 
turn down in Hong Kong 
might just as easily have 
read "Hong Kong depart- 
ment stores see sales fall as 
Patten's inflation hits" . 

The most important points 
in Hong Kong financial sec- 
retary Donald Tsang’s recent 
HK budget were his refer- 
ences to inflation, reporting 
that in 1997 the price index 
rose by 5.8 per cent, an 
increase that be said was 
“the lowest for ten years”. 
While he cut his political 


dash. Chris Patten certainly 
built up a dreadful fiscal leg- 
acy. Whatever he may have 
learnt at Margaret Thatch- 
er’s knee, he quickly forgot 
when he was allowed out on 
his own. 

When Donald Tsang was 
appointed financial secre- 
tary. I suggested that to 
manage the economy in gen- 
eral and the currency peg in 
particular, he should keep 
on his desk two cards - one 
labelled reserves and the 
other inflation. I suggested 
that each month he should 
put on the inflation card not 
only the HK figure but also 
the Singapore index. 


Donald Tsang. manfully 
resisting political pressures, 
has indeed built lip the 
reserves. Without this suc- 
cess, the recent currency 
turmoil might well have 
been overwhelming. But tbe 
anti-inflation policy, non- 
existent under Patten, is still 
directed too much to making 
inflation feel comfortable 
rather t han towards its erad- 
ication. A little more pain 
now might work wonders. 


Robert Fell, 
International Se 
Consultancy, 
Wyndham Street, 
Central, Hong Kong 


Securities 


Number One Southwark Bridge, London SE1 9HL 
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PERSONAL VIEW MARTIN FELDSTEIN 


Trying to do too much 


In Asia, the International Monetary Fund has ambitions which are incompatible with its 
real role and which interfere with nations’ sovereignty 


I n the past 20 years. 
South Korea has pulled 
itself up from poverty 
to become a major 
industrial nation with a per 
capita income of more than 
$10,000 (£6,000) by a combina- 
tion of thrift, education and 
hard work. 

The economy enjoyed eco- 
nomic growth of 8 per cent a 
year from 1990 until the 
beginning of the recent eco- 
nomic crisis, the same 
remarkably high rate of 
growth that it experienced in 
the 1980s. Before the crisis 
began, the inflation rate was 
less than 5 per cent and the 
unemployment rate was 
below 3 per cent. Quite an 
impressive achievement. 

Indonesia, although much 
poorer, has also enjoyed an 
impressive 7 per cent annual 
rate of economic growth in 
the 30 years since General 
Suharto came to power, 
causing Indonesia’s per cap- 
ita income to increase more 
than fourfold. Similarly posi- 
tive performances were 
achieved by Thailand and 
Malaysia. 

These economics were 
rightly the envy of the 
world. The economic crises 
that hit Asia last summer 
were not caused by a sudden 
shift in their fundamental 
conditions or in their basic 
policies. They got into trou- 
ble because of circumstances 
that could have been cured 
by a combination of stan- 
dard macroeconomic adjust- 
ments and a temporary 
restructuring of foreign 
bank loans. 

The basic problem in Thai- 
land. Indonesia and Malaysia 
was unsustainably largo cur- 
rent account deficits, caus- 
ing the accumulation of 
large short-term liabilities to 
foreign creditors. These 
large current account defi- 
cits were due in part to their 
inappropriate policy of fixing 
their exchange rates relative 
to tbe dollar. That policy 
became even more damaging 
when the decline in Japa- 
nese interest rates caused 
the yen to drop sharply, 
making the products of these 
countries in the Association 
of South East Asian Nations 
even less competitive. 

Korea’s situation was dif- 
ferent Although Korea expe- 
rienced a temporary jump In 
its current account deficit in 


1996 because of the collapse 
of the world semiconductor 
market. Korea did not have 
a chronic current account 
problem or a fixed exchange 
rate between the Korean 
won and the dollar. 

Korea got into trouble 
because its banks and 
finance companies had bor- 
rowed too much in foreign 
currencies with short-term 
maturities, thereby accumu- 
lating much more short-term 
foreign debt than Korea had 
reserves. The general trou- 
bles in Aslan financial mar- 
kets caused investors around 
the world to focus on that 
imbalance and to seek to 
take their own funds out and 


cally unsound and needed to 
remake their financial 
systems, tax and tariff struc- 
tures. labour markets, cen- 
tral banking procedures and 
corporate governance, the 
IMF inappropriately fright- 
ened investors and lenders. 

That is not to say Korea 
would not benefit from 
improving its labour laws, or 
that General Suharto has 
not been extracting substan- 
tial bounties for his family 
and his political supporters, 
or that the banking systems 
in all of these countries are 
not weak by US and Euro- 
pean standards. 

But those problems had 
existed for a long time with- 


tf the purpose of the IMF’s packages 
was to stop the financial panic, then 
its funds would have had to be 
available immediately, not held back 
until these countries were willing to 
carry out major structural reforms 


Asia's crisis funding 
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repay their loans before 
Korea exhausted its 
reserves. 

Thailand. Indonesia and 
Malaysia needed to end the 
policy of fixed exchange 
rates and to shrink their cur- 
rent account deficits. Korea 
was already heading toward 
a current account surplus by 
last summer and really only 
needed a temporary restruct- 
uring nf its foreign bank 
loans to give the Koreans 
time to accumulate the 
reserves needed to service 
their debts. 

Unfortunately, the Interna- 
tional Monetary Fund seized 
the troubles in the region as 
an opportunity to insist on 
fundamental structural 
reforms. By asserting that 
these economies were basi- 


out hurting economic 
growth or preventing these 
countries from borrowing In 
the global capital market. 
Correcting those weaknesses 
was not necessary to deal 
with the problems that 
unfolded last summer. 
Attempting to force such 
fundamental reforms was 
both counterproductive and 
Inappropriate for the IMF. 

The IMF’s long lists of fun- 
damental reforms might, ir 
Implemented, help these 
countries in the long run. 
But past experience is a 
reminder or the fallibility of 
economic advice. More 
importantly, the IMF should 
not be usurping the legiti- 
itiate role of sovereign gov- 
ernments. The IMF should 
only insist on policies that 


are needed to restore a coun- 
try’s access to international 
financial markets. 

The massive but unwieldy 
financing packages totalling 
more than SlOObn that tbe 
IMF proposed for Korea, 
Thailand and Indonesia were 
also inappropriate. If their 
purpose was to act as a 
lender of last resort in order 
to stop the financial panic 
and the runs by creditors, 
the IMF's fUnds would have 
had to be available for imme- 
diate disbursal, not held 
back until these countries 
demonstrated their willing- 
ness to carry out major 
structural reforms. 

Conditionality based ou 
fundamental reforms is 
incompatible with the role of 
a lender of last resort. 
Equally important, using 
IMF funds to pay off loans to 
private creditors weakens 
the incentive of lenders to be 
cautious in future interna- 
tional lending. 

The inappropriateness of 
the IMF's interference with 
national sovereignty and the 
excessive size of its lending 
facilities are quite separate 
from the question of whether 
the specific short-term mac- 
roeconomic policies imposed 
by the Fund - like the 20 per 
cent real interest rates and 
the contractionary budget 
policies required of the Kor- 
ean government - are cor- 
rect. My judgment is that 
they are not and that their 
imposition makes the cur- 
rent situation unnecessarily 
painful. The fact that some 
of the local government offi- 
cials express support for the 
IMF programs is neither sur- 
prising nor a good guide to 
their true feelings. 

There is a role for the IMF 
to play in advising countries 
and in acting as an honest 
broker between creditors 
and debtors when problems 
arise. There is a serious dan- 
ger that by seeking a far 
grander role in reshaping 
these economics, the IMF 
will lose its legitimacy and 

effectiveness. 


Martin Felds fein is professor 
of economics at Harvard Vni- 
versity and president of the 
National Bureau of Economic 
Research. He is the author of 
"Refocusing the IMF in the 
MarchApril I99S issue Of 
Foreign Affairs 
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Talking sense 
to Turkey 


The European Commission 
yesterday published its “initial 
o perati onal proposals” for the 
■^aropean strategy for Turkey" 
requested by the Luxembourg 
summit last December. 

The object of this strategy ]g 
“to prepare Turkey for accession 
by b ri n gin g it closer to the Euro- 
pean Union in every field” 
Unfortunately that noble arm is 
not taken at face value by the 
Turks themselves, because at the 
same time they were excluded 
from the “accession process" to 
be launched on March 30 - a pro- 
cess which includes not only the 
six states that are to start negoti- 
atin g their terms of entry 
straight away but also five others 
(Romania, Slovakia, Latvia, Lith- 
uania and Bulgaria) that are 
being held in a queue. 

Turkey has been in a state of 
high dudgeon ever since. There is 
a real danger that it will not even 
look at the menu now proposed 
by the commission. And it is 
already certain that Turkey will 
uot attend next week's inaugural 
session in London of the “Euro- 
pean Conference”. This confer- 
ence was designed with Turkey 
is mind, which is why the Turks 
do not like it they want not spe- 
cial treatment, but the same 
treatment as other candidate s. 

Turkish scepticism about the 
new proposals would be justified 
in so for as some of than involve 
expenditure by the EU, and the 
EU has yet to deliver on the 
financial measures intended to 
accompany the customs onion. 
These have been held up by a 


Trade 

Previous rounds of world trade 
negotiations have generally 
required something to kickstart 
them. In the past this has often 
been provided by successive 
enlargements of the European 
Union and by America's desire to 
offset the consequent trade diver- 
sion. The start of the next round 
of harrier flattening by the new 
World Trade Organisation has, in 
fact, already been mooted for 
1999. So the test of the proposal 
for a new “transatlantic market- 
place”. debated yesterday within 
the European Commission, 
should be whether it helps or 
hinders the next round of WTO 
negotiations. 

The idea of freeing trade across 
the Atlantic resurfaced a couple 
of years ago, as politicians on 
both sides of the water sought to 
find ways of restoring a partner- 
ship that had become seriously 
frayed- But tor Sir Leon Biittan, 
the EU trade commissioner, the 
rationale for the idea has 
str o nger. 

He believes the time has to 
come, with impending monetary 
iTninn in Europe, to engage the 
-US in a broader dialogue on 
money, trade and investment He 
also reckons that the prospect of 
Ereeer trade with Europe, looking 
relatively attractive to 
Americans now that the shine is 
off Asia, could shore up the free 
trade coalition in Washington 
that has taken a hammering- 
T his , however, assumes that 


Greek veto, which Greece says it 
will lift only when Turkey a gre e s 
to submit the dispute over an 
uninhabited Aegean island to the 
world court Turkey says it will 
do so only if Greece agrees to let 
the same court rule on its deploy- 
ment of military forces on other, 
larger Islands close to Turkey’s 
coast, in apparent violation of 
international treaties. 

The whole situation is absurd. 
Both the EU and Turkey know 
that Turkish membership is at 
best a distant goal, and contin- 
gent on reforms which Turkey 
should in any case undertake in 
its own interests. There is a real 
danger that Turks will punish 
themselves, by continuing to 
finan ce their deficit through the 
bond market rather than correct 
it through fiscal and structural 
reforms (a sure route to hyperin- 
flation); by failing to end serious 
human rights abuses, and allow- 
ing their armed forces to con- 
tinue mairing a nd immairing gov- 
ernments; and by discouraging 
Turkish Cypriots from settlin g 
their differences with the Greeks 
and playing a role in Cyprus's EU 
membership negotiations. 

Such a course would be disas- 
trous for Turkey, but it would 
also create a very unhealthy and 
dangerous situation for the EU 
on its south-eastern border. Dis- 
suading Turkey from adopting it, 
and persuading other EU mem- 
bers to take the Turkish problem 
seriously, is the most urgent task 
hieing the UK presidency. In this 
cause, Tony Blair should make a 
presidential visit to Ankar a, 


tangle 

President Clinton - after losing 
the “fast track” battle last 
autumn - is still ready to push 
anything resembling a trade bill 
through Congress. There is no 
evidence of this. 

Equally, one can sympathise 
with Sr Leon’s impatience with 
the present building block 
approach. Problems pile up 
quicker than solutions. The two 
sides agreed last year to recog- 
nise each other's tests of tele- 
coms equipment and pharmaceu- 
ticals. but are at odds on a 
number of food safety issues, an 
Caribbean bananas and of course 
an the purely political issue of 
trade sanctions an Iran. Libya 
and Cuba. 

In general, however, the high 
road that Sir Leon proposes to 
take to his “transatlantic market- 
place" is strew n with obstacles. 
To placate the French. Brussels 
would exclude forming and films 
winch Washington would fight to 
include. Free trade in services 
would be bard to achieve, partic- 
ularly because the bene fi ts of any 
bilateral deal would have to be 
P^«pd on to the rest of the world 
on a most favoured nation basis. 

The ma in target Washington 
and Brussels should have in their 
{right s is a new round of liberalis- 
ation in the WTO. In principle, 
speedy and amicable bilateral 
negotiations could help. But in 
practice, they are likely to be 
lengthy and ill-tempered. Sir 
Leon should beware. 
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unlikely for some years. 

Earlier legislation might be 
considered to give directors 
responsibilities to “sta k eholders”; 

but the papa* admits that this 

may be no more than an “inter- 
esting philosophical idea”. It 
should stay that way. Successful 
companies already take a 
medium- to long-term view of the 
interests of employees, customers 
and suppliers as well as of their 
wider social responsibilities. That 
is a good strategy for staying in 
business. The government’s role 
should be to encourage - and 
enforce where necessary - maxi- 
mum transparency. This Is the 
best way to help shareholders to 
tpicp a measured view of compa- 
nies’ performance. 

Xhe government’s plans ior 
simplifying the hotch-potch of 
company laws since 1844 should 
help this process. Plans to mod- 
ernise the law to take account of 
information technology, different 
corporate structures and share- 
holders' nominee accounts, for 
example, are also welcome. 

But most important, to gov- 
ernment has recognised that 

denies that find Brib^_^ 

JSSra. expensive or teftn • 
can increasingly mov . the 
headquarters elsewhere. That 
Sas what happened !*£« 
when the Limited Liability Act 
was*passed. It is a history that a 
Labour government does not 
want to repeat- 
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Protecting the elephant 


India’s election has produced a hung parliament. Mark Nicholson looks at the BJP’s attempts 
to form a government. Peter Montagnon and Krishna Guha consider the economic challenge 


I ndia’s election campaign may have 
belonged to Sonia Gandhi, widow of 
former Congress leader Rajiv and the 
party's “star campaigner*. But the 
government appears likely to belong to 
the Hindu nationalist Bharatiya Janata 
Party. Boosted by the unexpected success 
of a dozen regional allies, the party of 
Hindu “cultural n a ti on alism” has been 
I propelled to the brink of power for the 
first time in its l&-year history. 

With more than 250 seats, to BJP 
claims to have a mandate to govern. Cer- 
tainly. it stands the best chance of govern- 
ing. Though 30 at so seats short of a 
majority in the 543-seat parliament, it is 
the largest single party and its leaders 
yesterday were striving to win over the 
extra MPs they need to form a coalition. 
Whether the party really has a mandate 
for its militant Hindu-based agenda is 
another matter entirely. 

For one thing. 70 per cent of the elector- 
ate voted for "secular" parties. For 
another, the BJP’s biggest rival, the Con- 
gress party, improved on its 1996 tally, the 
first time in four elections it has gained 
ground. Indeed Congress outscored the 
BJP by share of votes (26 per cent to 25 
per emit), though not by the number of 
seats. 

If there was any mandate in this elec- 
tion it was for challengers of every sort> 
Incumbents foil like ninepins, even those 
of the BJP in areas where it formed the 
state government. “It’s safe to say that 
more than half tha incumbent MPs have 
lost their seats,” says Mahesh Kangarajan. 
a political analyst, “while most state gov- 
ernments have suffered sharp reversals.” 

Local issues were what counted in this 
upsurge of the challengers. The Times of 
India drew attention to the lack of success 
of parties “which concentrate on divisivB 
agendas such as mmmnnaliigm and Caste 
in preference to voter-related issues like 
drinking water, adequate infrastructure 
and total collapse of health facilities and 
primary education will continue to meet 
the same fate as those in 1998". 

The BJP was both victim and benefi- 
ciary of this trend. It lost seats in states 
with local BJP administrations, most 
importantly Maharashtra and Rajasthan. 
This cost it outright victory. 

It benefited, though, from a feeling 
expressed by many voters that it was time 
for a change after the perceived failures of 
Congress and the outgoing United Front 
coalition. Opinion polls also suggested vot- 
ers wanted to give a chance to Atal Behari 
Vajpayee, the BJP’s prime minister-elect, 
whose personal popularity outstrips his 
party's. 

But the BJP chiefly profited from voter 
anger and from the success of a dozen or 
so regional allies, which fared weQ against 
local and incumbent state rivals. Between 
them the AIADMK party in Tamil Nadu 
and the Lok Shakti party in Karnataka 
won more than 50 seats. Their achieve- 
ment gave the BJP its first significant 
foothold in southern India. 

The upshot is that the BJP needs almost 
100 MPs from at least a dozen regional 
based parties to form a government And, 
on the other side of the coin, the regional 
parties will demand considerable say in 
any BJP-led coalition, raising questions 
about its policy and stability. 

BJP leaders have already said they will 
negotiate a “common minimum pro- 
gramme" with their allies. This is almost 
certain to mean the BJP will not be able 
to pursue the more militant parts of its 
“Hfridntva" (cultural nationalism) agenda. 
This agenda includes b uilding a new tem- 
ple at the site in Ayodhya of a mosque 
ransacked by Hindu zealots in 1992. annul- 
ling a constitutional provision giving “spe- 
cial status” to the Moslem-maiority state 
of Jammu & Kashmir and creating a “uni- 
form civil code” removing exemptions in 
family law pertaining to Moslems. 

Analysts see the constraint on this 
agenda as welcome in a country of dozens 
of religions and sects, hundreds of lan- 
guages and thousands of castes. “The 
mandate is really one for moderation,” 
says Pran Chopra of the Delhi-based Cen- 
tre for Policy Research. “The BJP has 
been able to make some headway only by 


being less aggressively Hlndutva than it 
used to be.” 

It is less clear where common ground 
would be found on other BJP policies, for 
example its desire to turn rnrfia into a 
declared nuclear state. Economic policy is 
also unclear. Some allies, such as the 
Samata Party, want to push the BJFb 
protectionist sioodeshi (“self-reliance”) pol- 
icies; others, such as the AIADMK, are In 
favour of foreign investment 

And, of course, many parties have local 
agendas. Both the AIADMK and Samata 
parties are expected to demand the BJP 
help them oust the incumbent govern- 
ments in Tamil Nadu and Bihar respec- 
tively. Such demands risk sucking the 
BJP into state-level political rows winch 
could threaten the government's stability. 

Similar problems affected the outgoing 
UF coalition. 

But the UF consisted of 14 roughly equal 
parties bound by the knowledge that if 
they split, their minority government 
would falL In the new narrowly balanced 
parliament, the bargaining power of the 
BJP’s regional allies will be enhanced by 
their knowledge that by defecting from a 
BJP-led coalition they could offer Con- 
gress and the United Front the chance of 
for ming an alternative coalition. “The 
next parliament may last five years,” says 
Cho Ramaswamy, a Madras based political 
analyst, “but it may also produce more 
than one government.” 


T he economy did not figure much 
in the election except perhaps in 
one respect Indians suddenly 
became fond of saying that now- 
adays it is better to be an elephant than a 
tiger. That is, India, with its more dosed 
and regulated economy, has managed to 
avoid the worst of the crisis affecting the 
rest of Asia. The question now is whether, 
under a new government, it can continue 
to stay out of the limebght. 

For the time being, the received wisdom 
jn the Finance Ministry and Reserve Bank 
is that India escaped the crisis because its 
fundamental economic position was 
sound. In particular, it did not allow its 
companies and banks to borrow abroad 
short term. Total short-term debt of $7bn 
(£4_i0bu) compares with reserves of $27bn 
which is more than adequate to cover 
repayment, says Montek Singh Ahtawaha. 
the chief civil servant in the Finance Min- 
istry. 

Moreover, India’s current balance of 
payments deficit at around 1.4 per cent of 
gross domestic product is low compared 
with east Asian countries and manage- 
able. Nor did India’s government-owned 
banks fall Into the trap of twvling heavily 
for property and stockmarket speculation 
which fuelled the east Asian bubbles. 

Beyond these basic assertions, however, 
views diverge strongly. Some think reform 
has gone too far. Businessmen who have 
been struggling to cope with huge reduc- 
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tious in tariffs in the past seven years are 
railing for protection from a flood of cheap 
east Asian imports. Many believe that the 
country should delay its hope of achieving 
capital account convertibility of the rupee 
by the end of the century. 

Others, however, worry about India 
becoming smug. “India has escaped the 
crisis in the short to medium tens, but 1 
don’t thfnk that’s necessarily good news.” 
says J. Raj agopaL head of the Coopers & 
Lybrand management consultancy in 
Bombay. “After seven years of reform 
we’re still an island.” 

For their part, the reformist-minded offi- 
cials at the top of the Finance Ministry 
and central insist on pressing for* 
ward. “The root cause of the south-east 
Asian crisis was not tiwt they overdid 
reform,” says Mr Ahluwaha. Problems in 
the domestic financial system are among 
most-frequently cited contributors to the 
east Aslan crisis and these still remain to 
be tackled in India. At the same time, 
officials want to press ahead with opening 
up to the world economy. Reserve Bank 
officials say toy see no reason to delay 
capital account convertibility. 

Continuing prudential constraint on 
short-term foreign borrowing by compa- 
nies and banks would he quite consistent 
with that, they say. India’s banking sys- 
tem is strong enough, and well-enough 
regulated, to withstand the pressure of 
exposure to global capital markets. 

improvements are needed not in the 
realms of transparency and prudential 
safeguards, hut more in the area of effi- 
ciency so as to reduce the cost of capital 
to industry and make it mare competitive. 
The logic of tot, bankers say, suggests 
India should posh ahead with the contro- 
versial liberalisation of its insurance sec- 
tor to encourage to emerg e nce of a group 
of institutional investors capable of gath- 
ering and investing savings effectively. 

Admittedly Indian banks are carrying 
large amounts of non-performing loans an 
their books, the legacy of politically 
directed lending in to 1960s (India was 
not insulated from east Asia in that 
respect). But while the gross ratio of non- 
performing to total loans averages around 
14 per cent, many of these problem loans 
have been covered by reserves. So the net 
problem is not nearly so bad. South Kor- 
ean banks had heavy concentrations of 
lending to individual conglomerates, 
which were themselves far too heavily 
leveraged- Indian banks do not face this 
type of problem, says ALS-Verma, chair- 
man of the State Bank of India. 

Uday Kotak, bead of to Kotak Mahin- 
dra Finance investment bank, worries 
that Mr Varma and others are being too 
sanguine. Thanks to restrictions placed on 
them by their g o v er nm ent shareholder, 
Indian banks have not lent to property 
and stockmarket speculators, but they did 
fuel an investment boom in the middle of 
the decade, he says. That has led to a 
large and dangerous surplus of capacity in 
traditional commodity sectors like steel, 
petrochemica l s and cement 

Indian companies are having to cope 
with the consequences of this excess at a 
time of global oversupply. The risk is that 
some loans to these companies could turn 
sour, creating strains in the banking sys- 
tem and putting pressure on an already 
weaker rupee. India should not assume 
yet that it has escaped the crisis, Mr 
Kotak says. 

At to very least India faces a period of 
turbulence with volatility of both 
exchange rates and interest rates, which 
were raised by 2 percentage points last 
month in the wake of a foil in to rupee. 
With weak exports and foreign investment 
flows, as well as the co m p e t iti ve pressure 
from east Asia, economic growth seems 
likely to fall well short of to 6 per cant 
forecast by the Reserve Bank for the cur- 
rent fiscal year, itself a reduction, on to 
original estimate of 7 per cent 

These problems will not subside on their 
own. Whether it likes it or not India has 
been touched by the Asian crisis. The new 
government faces some awkward - and 
fundamental - policy choices if to Indian 
elephant is to escape a tiger-like wauling . 
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More talk time 
for Weizman 

Israel's head of state is meant to 
unify the diverse and bitterly divided 
country - but try telling that to Ezer 
Weizman. Re-elected yesterday to a 
second presidential term, the 
73-year-old warrior turned 
peacemaker has had an illustrious 
career. Yet it's his willingness to 
speak his mind that gets all the 
attention. 

The former fighter pilot, trained by 
the Royal Air Force in 1942. steered 
dear of potential crashes during the 
run up to yesterday's parliamentary 
vote. But Weizman ’s first term had 
ptenly of turbulence as he 

sounded-off on anything from 
women to homosexuals to the bibte. 
The author of The Battte for Peace 
also angered politicians from right 
and left” with his frank comments on 
the peace process. 

While the opposition Labour party 
endorsed Weizman for a second 
term yesterday, the family of the late 
i ahrtur prime minister Yitzhak Rabin 
weren't so keen on backing him. 
They reckon Weizman’s 1995 eulogy 
for the assassinated premier was too 
flippant by half. 

The strange thing is that 
Weizman’s candour, coupled with 
personal visits to the home of every 
Israeli soldier killed during his tenure, 
b the source of his popularity. 
About 70 per cent of Israelis back 
their president, whom no-one could 
accuse of being aloof. 

Evan when his driver stops at 
traffic lights. Weizman cant hold hb 


a chat wtth passers-by. 

What a pain 

Embattled Astra boss Hakan Mogren 
could be forgiven for reaching for a 
bottle of the company’s 
biggest-selGng product - foe utoer 
drug Los ec . 

The man who’s spent 10 yews at 
the helm of the Swedish drugs group 
was. until recently, enjoying a 
stress-free ride. But the shenanigans 
at the group’s North American 
subsidiary fust keep on causing 
nagging discomfort. The latest 
irritants are Swedish newspaper 
reports citing FBI documents and 
suggesting that Mogren knew about 
the sex-and-theft scandal six months 
before he put a stop to tt. 

Astra was quick to issue a 
five-page rebuttal: the company says 
Mogren acted swiftly in 1996 to 
remove former US chief executive 
Lara BUdman - now serving time on 
tax charges - whom It accuses of 
covering his tracks when allegations 
first surfaced in 1995- 

Ifs not the first time Astra has 
tried to eftsw a fine under the affair. 
Last month It art up a muffl-miiflon 
doflar fund to settle claims of sexual 
harassment in the US. 

Despite all the rumpus, Mogren’s 
job is probably secure. The man who 
cut Ns management teeth in 
confectionery is nowadays a big 
wheel in the Wallenberg empire. But 
it’s ad an imwelcome distraction. 
Astra is already steeling itself tor the 
loss of patent protection on Losec, 
the product that propelled it - and 


Mogren - into the trig league. 

The company’s still trying to 
recover $2.3m from Bldman, cash 
allegedly frittered away on home 
improvements and sailing trips with 
prostitutes. But that’s only a fraction 
of the reel cost 

Helm’s bells 

Whoever heard of a spin doctor 
getting a standing ovation? Wefi, 
Willy Hefin got one yesterday as he 
said goodbye to Brussels after a 
three-year stint as spokesman and 
all-round fixer to European 
competition commissioner Karel Van 
MierL 

The multilingual Bruxellois Is off to 
Washington to get the Commission’s 
message across on the other side of 
the Atlantic. What poflticaflyKXJrrect 
Americans wfli make of Hefin ’s direct 
and colourful language remains to be 
seen. He’s also built a reputation as 
the scourge of c ompe ti ti on lawyers 
anxious to get the results of 
important European Commission 
ridings, once chasing a legal-eagle 
disguised as a journalist from the 
press room. If II be Interesting to see 
If he can tone down his style. 

Yes saree 

So who’fl and up fa Indie’s financial 
hot-seat if the Bharatiya Janata Party 
manages to form a government in 
Delhi? investors thought Jaswant 
Singh, finance minister in the BJP’s 
last 13-day acWrristratkxi. was a 
axe-fire bet - untS he lost his seat In 
parliament 

The man who told a recent 


conference that the workings of 
global capital markets looked fike 
"witchcraft* Is not completely out of 
the running. Singh could be 
appointed to India’s upper house and 
take the finance portfolio without 
having to worry about meddlesome 
const i tuent s . 

But, Just In case, other names are 
being touted. Chakravarti 
Rangarajan, nowadays governor of 
the southern state of Andva 
Pradesh, would be the choice of 
many foreign investors. Tha snag is 
that India's industriafeta remember 
all too wdt the tight money policy he 
pursued as governor of the Reserve 
Bank of Inda; his appointment would 
be Sefcteb to say the least. 

Another name In the frame a Murfi 
Manohar Joshi, a former physics 
professor tuned MP. And, as a rank 
outsider, how about Jayalaflfoa, the 
film star former cHef iriristar of 
Tamil Nadu who's known for her vast 
collection of sarees? Jayala/Hha 
could yet demand the finance 
ministry In return for bringing her 28 
MPs behind any new government 
Bombay's foreign bankers turn pale 
at the very thought 

Learning curve 

A Harvard student rang his professor 
one afternoon. Eventually the phone 
was answered by a cleaner, who told 
him there was no-one in the office. 
The student asked whether 
high-powered thinkers dktol woric in 
the afternoon. -No, it's fri the 
morning they don’t work," replied the 
daaner. In the afternoon they afl go 
homa” 


100 years ago 

Dining Exchange 
In reference to our leaderette 
yesterday on the rush of new 
applicants for Stock Exchange 
membership (who now number 
62), which would result in serious 
congestion in Mabey’s, Moore’s 
and Porch's, a City correspondent 
has taken it quite seriously and 
writes suggesting that the Stock 
Exchange might do a good stroke 
of business by tuning its first and 

second floors Into (faring rooms 
instead of officer. This is a very 
excellent suggestion so far as it 
goes, but why stop there? Why 
not tran the Stock Exchange Itself 
Into a skating rink and winter 
garden, the members transferring 
themselves for business purposes 
to the Royal Exchange? 

50 years ago 

Record Car Exports 
The British motor Industry is 
exporting Ha products at a higher 
level than at any fane in Its fifty 
years' history. These exports an 
now bringing in foreign currency 
at the rate of £2-5 mlffians a week, 
which, as Mr Ft Gresham Cooke, 
director of the Society of Motor 
Manufacturers, said yesterday is 
enough to buy the rations of BV4 
million people. Every day in 
January 500 care were shipped 
abroad. In addition to 170 lorries. 
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Premium prices 



Brussels to extend probe 
into MCI- WorldCom deal 


Are takeover premiums rising or falling? 
Well, actually, they are doing both. In the 
US, the median control premium paid for 
a public company has been dropping 
steadily, from 58 per cent In 1988 to 28 per 
cent last year. 

In Europe, by contrast, the average pre- 
mium increased from 31 per cent In 1996 
to 37 per cent In 1997. 

There are good reasons for this diver- 
gence. First, stock deals are much more 
common in the US than In Europe. Cash 
takeovers comprised just over a third of 
US transactions last year, hut three- 
quarters of all UK and Swedish ones 
(which in turn made up most of. Europe). 
Yet looking at US data over the past 
decade, premiums on cash deals have 
been a good 30 per cent higher than on 
stock deals. The reason, presumably, is 
that investors who take stock retain an 
option on the deal's success and are thus 
satisfied with a lower premium. 

Second, US premiums have declined as 
strategic acquirers, more conscious of 
their own share price, have replaced the 
financially driven takeovers and expen- 
sive hostile bids of the 1980s - though 
there has recently been an uptick In the 
latter. 

In Europe, however, buyers still tend to 
be less sophisticated and thus mare likely 
to overpay. To be fair, though, valuations 
in Europe are also lower, particularly for 
small com panies . Thin might allow indus- 
trial buyers to pay higher premiums and 
yet create value. 

BHP 

A decade ago the clubby Melbourne 
Investment community rescued BHP from 
the predations of the late Robert Holmes d 
Court. But this time round there was no 
mercy. Shareholders have had to endure 
follies and cost overruns on projects rang- 
ing from the US to Vietnam and Zim- 
babwe. The humiliation of “big Austra- 
lian" losing its status as Australia's 
largest company was simply salt in the 
wound. Yesterday they tasted blood when 
John Prescott, chief executive, fell on his 
sword. 

In recent years, staying out of BHP has 
been an easy calL Depressed prices in its 
main markets also make for a gloomy 
outlook. But yesterday’s news may force 
investors to take a harder look. Even after 
the recent bounce above A$15, the share is 
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still way off the break-up value of around 
A *30. 

Still, it should not be taken for granted 
that the company can close this gap. 
Much win depend on who succeeds Mr 
Prescott The company desperately needs 
some outside blood to shake up its staid 
culture. Insiders may know the businesses 
better, but they are also less likely to 
think the unthinkable. 

The new broom will surely have to 
address the question of whether BHP’s 
structure makes sense. Diversified mining 
houses have a respectable pedigree, but 
BHP has a lot of slimming to do if it is to 
narrow the value gap. Indeed, shedding 
underperforming assets could see it 
shrink by a third. No more big Australian, 
but perhaps good Australian. 

HarperCollms 

What is best for HarperCollins now? Its 
Integrity as a serious publisher of contem- 
porary non-fiction has been damaged by 
the rejection of Chris Patten's work on 
Hong Kong. If HarperCollins stays within 
the Murdoch fold, the risk is that princi- 
pled authors and editors will leave, with 
hot new talent heading elsewhere. 

But would this hurt the business? In 
truth, not much. Following the culling of 
over 100 authors' contracts last year to 
slash costs, HarperCollins was already out 
of favour in the salons, hi some cases, the 
desertion of big name authors - at least 
those whose best work is behind thpwi - 
could even help the bottom line. Harper- 
Collins will still be able to market the 
profitable back-list of previous works. 


The best reason for News Corporation 
to liberate HarperCollins Is that it is 
barely profitable. High book returns from 
retailers and fiercer competition for lei- 
sure spending have driven down margins. 
Book publishing accounted for just 7 per 
cent of News Corp revenues In its last 
financial year and only 1 per cent of oper- 
ating profits. 'Hie UK arm actually lost 
$73m after tax. 

A management buy-out hardly seems 
the best solution with the current crew. 
Nor would spinning it off to shareholders 
free the register of Mr Murdoch's pres- 
ence. A trade sale would be more sensible. 
In the circumstances, Mr Murdoch might 
be lucky to achieve the 1.2 times sales 
Putnam Berkley sold for in 1996. But a 
price of around 3700m, or once sales, 
ought to be achievable. 

US inflation 

Worried about tight labour markets and 
a possible rise in US Inflation? Asia is not 
the only factor riding to the rescue. Alan 
Greenspan, Federal Reserve chairman, 
reminded Congress last week that techni- 
cal adjustments to the Consumer Price 
Index (CPI) will also shave a few tenths of 
a percentage point from the inflation rate. 

TCiat US inflation has long been over- 
stated is well known. After all. the basket 
of goods and services that makes up the 
CPI was last adjusted 15 years ago. Conse- 
quently it gives little weight to (falling) i 
prices for computers, software and air , 
fares and takes no account of the rise of 
discount shopping. The Boston Commis- 
sion put the error at 1.1 percentage points, 
but even the 0 .3-0.4 percentage point cut 
to be phased in over the coming months is 
significant when inflation stands at L6 
per cent 

This should prompt investors to reduce 
their long-term inflation expectations. As 
measured by the spread between yields on 
10-year nominal and index-linked bonds 
(Treasury inflation-protected securities, or 
Tips in the US) these stand at 2 per cent 
But given Tips' illiquidity premium, they 
are in reality probably a touch higher; 
Wall Street's consensus Is more like 2Vi-3 
per cent That leaves room for a reduction 
in inflat ion expectations, giving further 
reason to suppose that the recent mini- 
correction in the US bond market - which 
has taken the long bond yield back over 6 
per cent - could be reversed. 
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Europe today 

Northern Scandinavia wiB have 
sub-zero temperatures and scat- 
tered snow showers. Southern 
Scandinavia wfll be cold and show- 
ery wtth sleet and snow. The Low 
Countries and northern Germany 
wHl be windy wtth squally showers. 
Central and northern France should 
see sunny periods and only Iso- 
lated showers. Northern Spain, 
southern France and the Alps will 
be cloudy with a little rain and 
mountain snow at first. Mast of the 
Mediterranean wfll be sunny. 

Five-day forecast 
Scandinavia will stay cold with 
sleet end snow showers, although 
Denmark wfll have more prol onged 
spells of rain or snow. Central and 
north-west Europe will be mostly 
mild but unsettled and windy with 
rain at times, although Germany 
and the Alfflne states will be 
mostly bright tomorrow. 
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By Brans Tucker in Brussels and 
Wiliam Lewis hi New York 


European Union antitrust regulators 
yesterday signalled strong competi- 
tion concerns about the planned 
$37bn acquisition by WorldCom, the 
US telecommunications group, of 
MCI. the second-largest US 
long-distance carrier, by extending 
for a further four months their 
investigation into the deal. 

The European Commission said it 
had decided to deepen its probe 
because of fears the companies' com- 
bined market share in the supply of 
internet services could lead to a posi- 
tion of dominance. 

Under EU law. Karel Van Micrt, 
the competition commissioner, has 
the power to seek to block the deal, 
but is unlikely to take this rare step. 
He is more likely to demand struc- 
tural changes to the merger to sat- 
isfy concerns. This could involve 
divesting parts of the business. 

Although neither company is 
based in the EU, the deal requires 
clearance from Brussels as it will 
affect business inside the 15-country 
bloc. Both companies have annual 
sales of more than Ecu250m 
(8274.7m) in Europe - the level that 


triggers EU antitrust involvement 

Mr Van Mtert, who said he had 
received several complaints from 
competitors about the proposed 
link-up. will have to work closely 
with US authorities, who are also 
examining the merger, and Is likely 
to let them take the lead. 

Both the EU and the US will be 
eager to avoid the international ten- 
sions that arose last year as a result 
of different interpretations, on either 
side of the Atlantic, of the likely 
Impact on competition from the 
merger between US aircraft manu- 
facturers Boeing and McDonnell- 
Douglas. 

Commission officials refused to 
elaborate on their concerns about 
the MCI- World Com merger, pointing 
only to the impact of the deal on the 
Internet backbone - the trunk net- 
work over which internet service 
providers transmit information. 
WorldCom is particularly strong In 
this area and with MCI would have a 
"very large proportion" of the back- 
bone. said an official. 

GTE, the US telecoms company 
which lost out to WorldCom in the 
bid battle for MCI, welcomed the 
Commission's move yesterday, say- 
ing: "There is growing concern about 


the anti-competitive aspects of the 
merger." 

Sprint, another big US 
long-distance carrier, said the deci- 
sion "represents one of the most 
important developments affecting 
the future growth of the internet". It 
pointed out that the merged com- 
pany would carry more th an half of 
all US internet backbone traffic, con- 
trol more than half of all direct con- 
nections to the Internet, and have 
connections with nearly two in three 
internet service providers. 

"Such market dominance would 
have profound implications for inter- 
net performance and pricing," Sprint 
said. 

Last year WorldCom saw off 
attempts by British Telecommunica- 
tions and GTE to acquire MCL On 
Wednesday WorldCom and MCI 
shareholders are to vote on the deal 
at separate shareholding meetings. 

WorldCom and MCI said yesterday 
that they did not expect the Commis- 
sion decision to extend the Inquiry 
would prevent the deal from closing 
during the middle trf the year. 

In morning trading on Wall Street, 
WorldCom's share price fell 1.28 per 
cent to *38*. MCTs fell 0.65 per cent 
to 847H- 


Indonesian crisis blamed for rise 
in piracy and illegal immigrants 


By Peter Moitagnon in Singapore 


| Piracy in south-east Aslan shipping 
lanes has increased since the out- 
break of Indonesia's economic crisis, 
say officials in Singapore and 
Malaysia. 

There has also been a surge in the 
numbers of illegal immigrants flee- 
ing Indonesia for Malaysia and 
Singapore. 

Tony Tan, Singapore defence min - 
ister, said all three countries had 
stepped up surveillance because the 
piracy problem had worsened In 
recent months. 

"If there is instability in Indon- 
esia, one must expect possibly more 
instances of piracy," he said. "This 
is giving us some cause for concern." 

Mr Tan declined to give details of 
recent incidents, or to say who Sing- 
apore thought was behind them. But 
he said the threat to the large vol- 
ume of shipping passing through the 
Strait of Malacca in the event of a 
breakdown of law and order in 
Indonesia was a great worry. 


"This is a mq)or sea lane for inter- 
national maritime traffic, and this 
would be of concern to the whole 
world." he said, though he added he 
was confident the Indonesian 
authorities could maintain order. 

The Strait of Malacca is notorious 
for piracy. In 1992 pirates boarded a 
container ship, killing the captain 
and first mate. In another Incident 
pirates boarded a supertanker, tied 
up its crew and left It cruising, unpi- 
loted. 

Indonesia, Singapore and Malaysia 
have tried to fight the pirates but 
their efforts have been hampered by 
regional sensitivities and questions 
of sovereignty. Shipowners have 
rejected proposals for a toll to 
finance keeping the region's seas 
safe, saying security is the responsi- 
bility of the states. 

The Indonesian crisis has also pro- 
voked an Increase in the flow of ille- 
gal immigrants frying to enter Sing- 
apore in small boats or by other 
means. Mr Tan said. Singapore, 
which is only about half an hour's 


boat ride away from the closest 
point of Indonesia, had been able .to 
capture and repatriate them and had 
not seen a large influx. 

His remarks come shortly after 
Malaysia said more than 3.000 for- 
eigners. mostly Indonesians, had 
been caught trying to land on its 
coasts in mid-February. 

The figure was "very alarming" 
and police had stepped up coastal 
patrols. Yus of Said, deputy internal 
security director, told journalists In 
Kuala Lumpur. The capture means 
that during the two weeks in ques- 
tion illegal immigration amounted to 
more than a third of the 8,883 land- 
ings detected during all of last year. 

The increase “could probably be 
due to unrest and the economic 
slowdown in a neighbouring coun- 
try" Mr Yusof said, without naming 
Indonesia specifically. 

According to local estimates about 
70 per cent of the illegal Immigrants 
came from Indonesia with the rest 
from Bangladesh, Thailand, Sri 
Lanka and Burma. 
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£1.8 billion 

Acquisition of Redland 


Financial adviser and stockbroker 

Dresdner Kleinwort Benson 

The largest ever acquisition in the 
European building materials industry. 


Our foctiMd axports* 
In tbfl bufldng and 
construction eactor, 
allied with our 
excellent corporate 
finance and broking 
skint, facilitated 
Lafarge’c successlui 
unilateral offer for 
Redland. This was the 
largest hostile cross- 
border acquisition of 
a UK group in the 
1990s. The enlarged 
group is the world 
leader m aggregates 
and in roormg, as well 
as one of the world's 
largest Cement and 
concrete groups, 
□rosdner Kleinwort 
Benson provides a 
full range of corporate 
finance, debt and 
equity services to 
building end 
const ruction groups 
across Europe. 

To access these 
sarvicea, contact 
tho building loam on 
+44 in 475 8435. 


Hsusd in 9w UK by Ktamwvl Bonaon LunOnd. 
rnguUodbySfA 

Mamtjw d tie DraMnor Bow Graft. 
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INSIDE 

Moscow market continues upturn 

“■cow's RTS Index jumped almost 4 per cent 
^^^axtending its rise to 26 cent from te 
^®Ylow. as Flemings, the UK investment bank. 
Jjppraoed rfs recommendation on Russia. Jonathan 
Gamar, strategist at Flemings, said the Russian mar- 

VatUatk>n ^ '^Proved dramatical 
against others in eastern Europe during the recent 
underperform ance. World stocks, Page as 

Genzyme profits from strategy 

I Biotechnology company 

Genzyme releases its 
year-end results today, it 
is in a privileged class of 
biotech companies that 
regularly report a profit 
Expectations are for a 
fsirty good year with ana- 
lysts forecasting annual 
revenues of about $595m 
and net Income after tax 
of about $95m. The Bos- 
ton-based group headed 
by Henri Termeer. chairman and president (above), 
manages its portfolio Hke a more traditional pharma- 
ceuticals company — by diversifying. This strategy has 
made it the biotech darling of the capital markets. 

The company has been far more successhA than 
most in raising funds on Wail Street, and its access 
to financing has allowed the company to stay away 
from partnerships. Page 18 

Argentina expects bumper harvest 

Many of Argentina's farmers are expecting a bean per 
harvest after heavy rains ended three years of 
drought Maize looks Rke being the star performer 
after an exceptional season. The official forecast is for 
a harvest of 16.8m tonnes against 15.5m tonnes last 
year. However, commodity markets have not been as 
kind to farmers and Credit Suisse First Boston is 
forecasting an average 9 per cent decline this year in 
the price of Argentina’s agricultural exports. Page 26 

Merrill Lynch warns over HK rate 

US investment bank Merrill Lynch has warned that 
expectations of a cut in Hong Kong’s interest rates 
were premature. The bank said ft expected the Hang 
Seng index to pull back below 10,500 points from 
yesterday’s dosing 11.350. The index had bounced 
41 per cent in only six weeks from a January low of 
8.121. World stocks. Page 36 

Swiss biotech group’s shares soar 

Shares In Ares Serono, the Swiss biotechnology com- 
pany, soared SFr138 to SFr2,360 on news the group 
had filed for US approval of its genetically engineered 
multiple sclerosis drug, Reblf. Page 38 

Brussels -dears banks merger . 

The European Commission has cleared the proposed 
merger of Swiss Bank Corporation and Union Bank of 
Switzerland. The deal wilt create the largest banking 
institution In Eiffope. Page 20 

GAN opens Its books to bidders 

The final chapter in the history of GAN, the troubled 
French state-owned Insurer, begins on Monday with 
the opening of its books to bidders. Page 20 
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SEMICONDUCTOR INDU STRY TAIWAN COMPUTER MAKER TO END JOINT VENTURE WITH TEXAS INSTRUMENTS AFTER LOSSES CAUSED BY FALL IN D-RA M PRICE 

Acer seeks partner for memory chip arm 


By Laura Tyson in Taipei and 
Louise Kehoe hi San Francisco 


Acer, the Taiwanese computer 
mak er, is seeking a long -term 
technology partner for its trou- 
bled memory chip arm after 
cutting, ties with Texas Instru- 
ments, the US semiconductor 
group. 

Acer said it would buy Texas 
Instrument’s 33.34 per cent 
stake in TI-Acer. ending the 
chip joint venture founded in 
1989. -Acer's 48 per cent stake 
in Tl-Acer will rise to more 
than 81 per cent and the com- 
pany will be renamed Acer 
Semiconductor Mamifarfa irin g - 


With the help of a new stra- 
tegic partner, the chipmaker 
aims to diversify beyond 
strictly memory products and 
may enter the foundry, or con- 
tract chip production, business 
to stem devastating losses. 

Electronics analysts said 
Acer would probably look to 
Japanese chiptnakers such as 
Fujitsu or NEC that have no 
existing co-operation pacts 
with Taiwanese counterparts. 
Toshiba. Mitsubishi and Oki 
have Taiwan partners. 

The announcement sent 
Acer shares tumbling T$4 to 
T$70.50. Texas Instruments 
was trading $2 higher at $55& 


at mid-session in New York 
yesterday. The purchase price 
for the TI stake was not dis- 
closed but industry analysts 
said it would likely be well 
below the unlisted joint ven- 
ture's grey-market price of 
T$35 a share. 

TI said it would have 
required additional investment 
to maintain the TI-Acer joint 
venture- “We didn’t want to 
put more cash into this ven- 
ture," TI said. The group had 
indicated it was reappraising 
its role in this and other joint 
ventures, saying it was “con- 
tinuing to explore further mea- 
sures" with regard to the 


structures of these partner- 
ships. Other IT memory chip 
joint ventures include a part- 
nership with Kobe Steel in 
Japan and a joint venture with 
Hewlett-Packard, Cannon and 
the Singapore government in 
Singapore. Last month, TI 
bought Hitachi’s share of 
another memory chip produc- 
tion joint venture in the US. 

Analysts said the Acer 
buy-out created short-term 
uncertainty far the Taiwanese 
group but in the long term 
would be positive if Acer could 
find a strong partner. “Now 
that Acer has fun control over 
the company, the 


strategy is likely to change 
dramatically in the near 
future.” said Liu Chi-tung, an 
electronics analyst at SBC 

Warburg. “Anything is better 
♦ban memory." 

' Taiwan Senriconductor Man- 
ufacturing, Taiwan’s biggest 
chipmaker and the world’s 
leading semiconductor 
foundry, yesterday confirmed 
it had met Acer managers but 
ruled out co-operation. Indus- 
try experts said it would 
require an investment of “sev- 
eral hundred millions of US 
dollars" to transform the TI- 
Acer memory chip plant into a 
semiconductor foundry, or to 


rejig it for production of other 
types of chips. 

The joint venture has been 
making losses because of 
plummeting prices for D-Ram 
(dynamic random access) 
memory chips. Tl-Acer posted 
a pre-tax loss of T$4.6bn 
(US$14lm) in 1997. When the 
venture began in the late 1980s 
TI was the world's leading 
D-Ram maker. However, Tl's 
strategy has shifted towards 
more profitable chips. 

Qbina Development, a ven- 
ture capital company backed 
by Taiwan’s ruling Nationalist 
party, holds a 14.3 per cent 
stake in Tl-Acer. 


Prescott quits 
Broken Hill 
Proprietary 

Project delays and falling commodities prices 
blamed as director steps aside for new blood 

By Gwen Robmson in Sydney 


Shares in Broken Hill 
Proprietary. Australia's largest 
resources group, surged more 
than 8 per cent yesterday after 
the announcement that John 
Prescott, the managing direc- 
tor. is to leave the company. 

Mr Prescott, who will remain 
until a successor is found, said 
that he was stepping down to 
allow for an injection of “fresh 
thinking" into the group's 
management. 

He has come undo: increas- 
ing pressure from institutional 


investors as BHP's profits have 
fallen over the past two years. 
The group's shares, which 
have underperformed the mar- 
ket over the last year, closed 
yesterday at AS15A1. a gain of 
&2 per cent. 

Investor confidence in BHP 
has been shaken by a series of 
setbacks over the past nine 
months. Last August, three 
senior executives, including 
John O'Connor, head of BHP 
Petroleum, left the group. A 
month later came news that 
the company’s plans to build a 
hot-briquet iron ore plant in 



Join Preacotl, 
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Western Australia had run 
into massive cost overruns. 

In December, BHP’s share 
price tumbled to a five-year 
low of AS12.65 as Standard & 
Poor’s, the ratings agency, 
downgraded its credit outlook 
from stable to negative. 

Mr Prescott, who began his 
career with BHP 40 years ago 
as a trainee at its Newcastle 
steelworks, had, in effect, 
staked his job last year on a 
promise of improved perfor- 


mance in the current term. 

However, his restructuring 
plan, including sweeping cost 
cuts and revamping the group 
into eight separate units, has 
been hindered by falling com- 
modities prices and possible 
project delays. 

In January BHP reported flat 
net profits of A$694m 
(US$460m) for the six months 
to November and analysts had 
forecast that results for the 
year to May would be little 


changed from the previous 
year. Mr Prescott said yester- 
day, however, that the slides 
in copper and oil prices had 
been worse than expected, sug- 
gesting frill-year results may 
be weaker than anticipated. 

Jerry Ellis, the chairman, 
said BHP would look both at 
home and abroad for a replace- 
ment for Mr Prescott. Analysts 
cautioned that BHP's share 
rise could be short-lived, 
depending largely on the 


search for his replacement 

In the interim, Ron 
McNeilly, an executive direc- 
tor, will assume the role of 
chief operating officer. 

Mr Prescott’s resignation 
has rekindled speculation 
about the possible departure of 
other executives, prompting 
Mr Ellis to say yesterday that 
he had no plans to step down. 

Shares jump, Page 16 
Lex, Page 26 



Degussa and Hiils agree chemicals merger 


Ulrich Hartmann: ‘company stands 
much better chance of prospering 1 


By Rafpb Afirins in DusseWorf 

Veba. the large German power 
and industrial conglomerate, 
has agreed plans to merge the 
FTankfurt-based Degussa 
chemicals company with its 
Huls chemicals operations, 
forming a separately-listed 
company with a DM25bn 
(S14bn) turnover. 

The move follows Veba’s 
acquisition last summer of a 
36.4 per cent stake in Degussa. 
It marks a further consolida- 
tion in the international chem- 
icals industry following last 
week's FI 2.7bn ($L34bn) bid by 
DSM. the Dutch chemicals 
company, for Gist-Brocades. 


the biotechnology concern. 

Ulrich Hartmann. Veba 
chairman, said it would hold 
more than half the new group. 

The decision to surrender 
100 per cent ownership of its 
chemicals activities represents 
a strategic rethink by the 
diversified Veba group, which 
last year announced plans for 
a stock exchange listing of up 
to 49 per cent of its Stinnes 
distribution and logistics divi- 
sion, partly to increase trans- 
parency and allow a better val- 
uation of the business. 

The speedy conclusion of the 
merger talks, which began last 
month, helped lift Degussa’s 
shares DM4 yesterday to close 


at DM99. "The new company 
stands a modi better chance of 
prospering in constantly 
changing world che m ical mar- 
kets than HQls or Degussa 
would alone," Mr Hartmann 
said. 

The combined company is to 
be called Degussa-HfUs and 
will be headed by Uwe-Ernst 
Bufe, Degussa chairman. 

Veba said it did not regard 
the Degussa-HUls merger as a 
“spin-ofT as chemicals would 
remain a core business. How- 
ever the continuing overhaul 
of Veba’s structure may 
encourage speculation that the 
group will take advantage of 
planned changes in German 


law to launch a share buy- 
back to enhance shareholder 
value. 

Plans for the merger are 
expected to be completed by 
the end of the year, subject to 
shareholder approval. The new 
company will have its head- 
quarters in Frankfort Still to 
be decided are the valuation of 
the HQls and Degussa compa- 
nies. the share conversion rate 
far Degussa shareholders and 
the portfolio of businesses that 
will be brought into the new 
company. Degussa -HQls is 
expected to be a member of 
DAX, Germany's index of the 
top 30 blue-chip companies. 

Degussa has an annual turn- 


over of about DM35.3bn and 
HQls DMlO-Sbn. Net profit of 
the combined companies 
would approach DMlbn. 

• Mr Hartmann said the 
result of talks with BellSouth 
about the US regional telecoms 
operator taking a stake in 
O.teLo, the fledgling telecom- 
munications joint venture 
Veba has set up with RWE, the 
Essen-based conglomerate, 
remained “fully open". The 
deal has been complicated by 
BellSoath’s 22.5 per cent stake 
in E-Plus, the mobile telephone 
company in which O.tel.o has 
a 60.3 per cent bolding. An out- 
come is expected in the next 
few weeks. 


Market maker drops Liffe’s 
new German bond contract 


By Edward Luce in London 

The London International 
Financial Futures and Options 
Exchange was dealt a further 
blow yesterday when it was 
revealed that a new futures 
and options contract bad been 
abandoned by its market 
maker. 

The contract, the future and 
option on the five-year Ger- 
man government bond, was 
launched by Liffe in Septem- 
ber in an effort to win back 
market share from the Deut- 
sche Termin BQrse, the Ger- 
man futures exchange. How- 
ever, most of the business in 
the contract has stayed in 
F rankfo rt and volumes at Liffe 
have dropped. 

The difficulties experienced 
by Liffe with its five-year Ger- 
man government bond could 
add to fears about the London 
exchange’s competitiveness. 
Liffe m aintains its do minan ce 


of Europe's most heavily 
traded futures contract, the 
euromark German short-term 
money market contract, where 
it has more than 90 per cent of 
the market. 

However, since January the 
DTB has traded more 10-year 
German government bond 
futures contracts than Liffe, 
with Us share of the business 
rising to more than 60 per cent 
last month. Until early in 1997 
more than 70 per cent of these 
contracts were traded at Liffe. 

“It was a high risk strategy 
for Liffe to launch the Bobl 
Ifive-year German bond] con- 
tracts In the first place," said a 
manager at a leading broker- 
age house in London. “The 
DTB already dominated the 
five-year German government 
bond so it was a tall order to 
expect to knock it from its 
perch." 

Liffe yesterday said it had no 
immediate plans to delist the 


contracts in the Bobl. How- 
ever, brokers said that the con- 
tract could not achieve viable 
liquidity once its market 
maker, SBC Warburg, had 
abandoned it. A market maker 
guarantees to provide both a 
bid and an offer price on a 
contract 

Brokers were yesterday 
divided on the causes of the 
contract's failure. Some 
suggested that Liffe’s 'open 
outcry’ pit trading system is 
too expensive to compete with 
the DTB's fully electronic trad- 
ing system. 

However, Edward Condon, 
head of derivatives at Credit 
Suisse First Boston in London, 
said liquidity rather than cost 
was the main factor. “Once the 
market has made a clear deci- 
sion on where to trade a con- 
tract, it is very difficult to 
move liquidity to another 
exchange. Who's going to be 
the first to move?" 


Drinks group Bols up for sale 


By Gordon Grand) in Amsterdam 

Bols, one of the most esteemed 
and well-established spirits 
brands in the world, was yes- 
terday put up for sale in what 
will be only the third time it 
hag changed hands since the 
distillery was founded in 
Amsterdam in 1575- 

The search for a buyer from 
the international drinks indus- 
try heralds the splitting of 
Bols Wessanen. the Dutch 
foods group created by a 1993 
mer°er- Bols makes gin. vodka 
and liqueurs including Blue 
Curacao and Parfait .Amour. 

Its wine division will be 
included in the sale of the 

„«i» 1 - , «* '“ BT ' 


grew 17.1 per cent to FI 830m 
($4 12m). The foods company, 
which will continue under 
another name, is to retain the 
group's minority stake in Cam- 
pari of Italy. 

The Bols brand is one of the 
top 75 spirits business world- 
wide and is expected to attract 
attention from industry lead- 
ers such as north America’s 
Seagram and Pernod Bi card of 
France. 

Although the brand lacks 
the global consumer recogni- 
tion of Dewar's scotch, for 
example - put up for sale by 
Diageo, the Guinness-Grand 
Metropolitan combine - one 
analyst believes it could be 

uHtliin Pumno 


Wines and spirits brought in 
operating profits of FI 87m for 
Bols Wessanen last year. A 
54.3 per cent jump which 
stemmed largely from an 
exceptional vintage, said Mac 
Zondervan, chairman. 

He was announcing a 10.1 
per cent rise in group net prof- 
its to FI 202.8m. Sales from 
activities which also include 
cheese, breakfast cereals, vita- 
mins and fat-free ice cream 
totalled Fl5.59bn. up 19 per 
cent. 

The annual dividend was 
unchanged at FI 1.28 and the 
shares, which have underper- 
formed the Amsterdam mar- 
ket. fell a further FI 2.1 to 

VI . 
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COMPANIES & FINANCE: ASIA-PACIFIC 


Japan’s top 
banks seek 


BHP shares jump as chief resigns 


Packer 


By Gwen Robinson in Sydney 


public funds 


By GilHan Tell In Tokyo 


Almost half of Japan's 
largest banks yesterday 
announced they would apply 
for an injection of public 
funds to strengthen their 
capital bases. 

They also unveiled 
restructuring plans that aim 
to cut costs by closing 
branches and reducing staff 
numbers. 

The public funds applica- 
tions follow last month's 
decision by the government 
to inject up to Y13,000bn 
($i03bn) into the banking 
sector to stave off financial 


crisis. 

More banks are expected 
to apply for funds today. 
However, initial indications 
suggest the banks will col- 
lectively only apply for 
Yl,000bn-Y2,000bn of the 
public money available. 

Analysts yesterday 
expressed doubts whether 
the plans would resolve the 
banking sector's deep-seated 
problems. James Fiorillo. 
analyst at ING Barings, said: 
“Y2.000bn is not going to 
make the world of differ- 
ence. These restructuring 
plans are probably too little 
too late." 

The Yl3,000bn scheme has 
been devised by the govern- 
ment to boost the banks' 
capital adequacy ratios. This 
has become a critical issue 
in Japan because the recent 
fall in the stock market hag 
eroded the value of the 
h anks ' equity portfolios. 

Since the banks count 
these portfolios as capital, 
this has threatened to cut 
their capital adequacy ratio 
when they- report the 1997 
fiscal year, which closes on 
March 31. 

Some strong banks, such 
as Sumitomo, have raised 
capital in the markets, but 
weaker hanks could face dif- 
ficulties. 

Until recently, the stron- 
ger banks had expressed 
reluctance to join the 
scheme, fearing it might 


leave them vulnerable to 
political pressure. However, 
the government has insisted 
they apply in order to pre- 
vent the scheme from being 
associated with financial 
problems if only the weaker 
ones apply. 

Seven of Japan's top 19 
h anks yesterday said they 
would apply for funds. 
Sanwa, Daiwa, Dai-Ichi Ran- 
gyo. Mitsui Trust and Tokai 
will ask for YlOObn, Long 
Term Credit Bank will apply 
for Yl30bn, Cbuo Trust Bank 
for YGObn and Toyo Trust for 
Y5Qbn. 

Almost all of the other top 
19 banks were expected to 
apply for s imilar amounts of 
funds tomorrow, which is 
the deadline for the scheme, 
banking and government 
officials said. 

A government-backed 
panel will consider the appli- 
cations in the coming days. 
However, details about the 
pricing of the issues are not 
yet resolved. The govern- 
ment stipulated last week 
that the banks would have 
to produce viable restructur- 
ing plans before they could 
receive the money. 

Several banks yesterday 
unveiled cost cuts that 
included reductions In staff 
numbers and salaries, and 
branch closures. 

Bank of Tokyo Mitsubishi, 
for example, pledged to cut 
employees by 1.500 to 17,000 
by 2001, while DKB will 
reduce numbers by 2,000 to 
15,000. Sakura, Sanwa and 
Fuji said they would cut 
their overseas branches, and 
most banks also offered to 
reduce domestic outlets. 

However, many of these 
restructuring plans have 
been under discussion for 
some time and do not go I 
much further than the | 
pledges already made. 

Some analysts argue that 
more radical steps will be 
needed to make the sector 
competitive before Japan's 
looming Big Bang finan cial 
deregulation. 


The most striking aspect of 
the latest management 
upheaval at Broken Hill Pro- 
prietary was the enthusiasm 
of the market’s response to 
Wednesday's resignation 
announcement by John Pres- 
cott, managing director and 
chief executive. 

Mr Prescott's announce- 
ment drove the group's 
share price up more than 8 
per cent to A&15.51 on the 
Australian Stock Exchange, 
in the day's highest turnover 
of 14.3m shares. 

The rally, after last year’s 
troughs wiped more than 40 
< per cent of BHP's market 
value, was a telling sign of 
growing shareholder dissat- 
isfaction over the group’s 
dismal performance 

A string of disappointing 
acquisitions and high-cost 
projects began in late 1995 
with BHP's A$3.2bn friendly 
takeover of Magma Copper, 
of the US, which created the 
world's second largest cop- 
per producer. The project 
was criticised for Its exces- 
sive costs and BHP has since 
been forced to write down its 
value by A$550m. 

But the root of the prob- 
lem in recent months has 
been internal management 
differences, which surfaced 
last August with the depar- 
ture of three senior execu- 
tives within one week. 

The most notable depar- 
ture was that of John 
O'Connor, bead of BHP 
Petroleum, who had been 


pushing to spin off the 
group's star division. The 
petroleum division now con- 
tributes nearly half the 
group’s profits. 

Mr O’Connor's proposal 
had earned a great deal of 
support from institutional 
shareholders, who are still 
pressing for the break-up of 
the group into its constitu- 
ent parts, primarily petro- 
leum, Steel and mining . 

The most recent round of 
deliberations over proposals 
to break up the group took 
place in January, when 
BHP’s board discussed the 
future of the steel division. 
For the time being, however, 
the group has decided to 
maintain its core steel 
operations while continuing 
with cost cuts - including 
the closure of its Newcastle 
steelworks in 1999 - and the 
sale of certain steel 
operations. 

Copper, meanwhile, has 
become the group's biggest 
loser, hampered by continu- 
ing high costs of the Magma 
Copper business and the loss 
of output from the Ok Tedi 
project in Papua New 
Guinea. 

One of the group's most 
controversial projects is its 
hot briquetted iron project 
in Western Australia, which 
seems likely to cost about 
A$lbn more than the origi- 
nal estimate of A$l.45bn. 

Arguments about the 
group's future have been the 
main source of tension 
among BHP's senior man- 
agement and were the main 
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By Rossefl Baker 
in Sydney 


reason for Mr Prescott's 
departure, analysts said. 

One problem is believed to 
be differences between the 
“old guard”, exemplified by 
Mr Prescott, who wanted to 
maintain BHP as a diversi- 
fied group, and those push- 
ing for more radical change. 

Mr Prescott implemented 
sweeping cost cuts and 
divested non-performing or 
□on -core assets. But his 
efforts failed to inspire confi- 
dence among shareholders. 

A board meeting last week 
endorsed Mr Prescott's strat- 
egy to accelerate the review 
of assets and cost cuts, and 
Jerry Ellis, chairman, con- 
firmed yesterday the strat- 
egy would be stepped up. 
But board members are also 
believed to have expressed 
concern about the group's 
poor earnings outlook for 
the year to May. further 
delays to new projects and 
the likelihood that Asian 



Old guard: John Prescott faced demands for radical change 


economic turmoil would 
depress profit growth. 

The timing of Mr Pres- 
cott's resignation announce- 
ment took investors by sur- 
prise, but was not 
unexpected. Last month. Mr 
Prescott had angrily denied 
Australian media reports 
that he and some senior 
executives bad been offered 
redundancy packages. Yes- 
terday. he said he had 
decided after “great personal 
anguish" that BHP would be 
better served if a new person 
set the group's future 


course, beyond successful 
implementation of current 
initiatives. 

Mr Prescott said further 
cost reductions and divest- 
ment of assets, with gearing 
reduction and management 
and employee development 
would remain critical to the 
company’s strategy. 

But analysts said the cru- 
cial factors for BHP's new 
course would be the choice 
of Mr Prescott’s replacement 
and whether a new manage- 
ment would tackle the issue 
of breaking up the group. 


UBS, SBC merge Asian equities arms 


By John Rkkflng 
in Hong Kong 


The Asian equity operations 
of Union Bank of Switzer- 
land and Swiss Bank Corpo- 
ration are being integrated 
this week, following the 
merger of the two Swiss 
financial groups, with the 
loss of two-thirds of the 215 
UBS equities staff. 

“About one-third of the 
equities staff are being 
offered, jobs in the new 
organisation,” UBS said. 

"From Friday, we will 


transfer our cash equities 
business to SBC Warburg 
Dillon Read, and effective 
Monday we will be trading 
from there.” 

SBC Warburg Dillon Read 
said it did not yet know 
how many of its 260 Asian 
equities staff would lose 
their jobs as a result of the 
integration. 

“We will only have a clear 
figure when the process of 
integration is complete," it 
said. 

. The reorganisation is part 
of the broader integration of 


businesses and a restructur- 
ing of the Asian organisa- 
tions of the two Swiss finan- 
cial groups. 

It is also the latest step in 
a series of job cuts in the 
region’s financial sector, as 
the impact of Asia’s sharp 
economic downturn and the 
wave of consolidation in the 
international banking indus- 
try have taken their ton. 

J.P. Morgan of the US, 
Indosuez WXCarr and Schra- 
ders have been among the 
international investment 
banks to cut staff and 


restructure their regional 
operations. 

Bankers predict further 
staff cuts as companies 
adjust to the downturn in 
regional economies. 

UBS declined to comment 
on reports that the reorgani- 
sation of the equities divi- 
sion would be followed by 
job cuts at the broader 
Investment banking 
operations and in private 
banking. 

“The changes this week 
are just in equities,” it said. 
“This concerns the cash 


equities staff, not the deriva- 
tives business, and does not 
include Japan. India or 
Australia.'' 

As part of the reorganisa- 
tion. Renaud de Plants, UBS 
managing director for North 
Asia, is to take up a new 
position in the combined 
organisation. 

However, officials declined 
to comment on reports of a 
broader management 
restructuring in which 
regional offices will report to 
the merged banks' offices in 
Singapore. 


Takefuji paves way for listing 


Publishing and Broad- 
casting. the Australian 
media group controlled by 
businessman Kerry Packer, 
reported a 9.6 per cent rise in 
pre-tax profits for the half- 
year to December and a 
large abnormal gain result- 
ing from a revaluation of its 
various investments. 

Pre-tax profits climbed to 
A$174.26m CUSS 120m) but 
this figure was overshad- 
owed by a net abnormal gain 
of A $280. 12m, which led to 
PBL reporting a 284 per cent 
rise in net profits to 
A$400.7m. 

PBL, which owns the Nine 
television network, said it 
had decided to increase the 
carrying value of its TV 
licences from A$554m to 
A$l.3lbn. Accounting stan- 
dards required that A$341m 
of the increase be reflected 
as an abnormal gain. 

The recent sale of its 
shareholding in John Fairfax 
Holdings, the Australian 
newspaper group, resulted in 
a A$94u3m gain. 

But PBL said it had writ- 
ten down the carrying value 
of certain assets “to reflect 
the effect of the turmoil in 
Asia and the changing for- 
tunes of pay television in 
Australia”. 

PBL has written off its 
A$3S.lm investment in Aus- 
tralis. the ailing pay-TV 
group, and reduced the book 
value of its convertible note 
holding in Optus Communi- 
cations by A$21.9m to 
A$45m. 

The company has written 
down its 34.1 per cent in 
EasyCall Asia by A$58.7m to 
A$2L6m and written off its 
A$8.2m investment In Viet- 
nam Investment Review, and 
English-language newspaper 

in Vie tnam. 

PBL’s group earnings 
before interest and tax 
increased 8.8 per cent to 
A$l 94.5m. The interim divi- 
dend is held at 9 cents. 
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Takefuji. Japan's largest 
consumer loan company, 
plans to sell 13m of its 
shares, worth Y86bn ($683m), 
to overseas investors. The 
share sale, which represents 
12 per cent of the total, is 
expected to pave the way for 
the company to Ust on the 
first section of the Tokyo 
Stock Exchange 

The company, one of the 
most profitable in the finan- 
cial sector, is stepping up 
efforts to become a viable 
competitor to Japanese 
banks ahead of Big Bang 
financial deregulation. 

Until now Takefuji has 
been prevented from listing 
on the TSE first section 
because of its ownership 
structure. At present 77 per 
cent of the group is owned 
by the founding Take! family 
and companies controlled by 


it. The exchange's rules stip- 
ulate that companies cannot 
list if they are more than 70 
per cent family-owned. 

Thus, although the other 
two big companies in the 
sector. Acorn and Promise, 
are listed on the first sec- 
tion. Takefuji itself is traded 
only on the OTC (over the 
counter) market at present. 

However, company offi- 
cials say that the company is 
keen to list on the first sec- 
tion. And the Takei family 
now plans to sell some 13m 
shares, which will allow the 
company to meet TSE rules. 

Takefiiji will place the 
shares through Swiss Bank 
Corporation, it said. Its deci- 
sion to sell its shares only In 
overseas markets is an 
unusual one but there has 
been a sharp discrepancy in 
domestic and overseas inves- 
tor demand in recent 
months. Many Japanese 


Takefuji 
Share price (V) 


Samomumalta 


investors are reluctant to 
hold consumer finance com- 
pany shares, which have a 
very negative cultural image 
in Japan: In the early 1980s 
the companies were consid- 
ered akin to "loan sharks” 
and blamed by the media for 
a wave of suicides. But west- 


ern investors are attracted to 
the sector because it has 
seen fast profit growth. 

In particular, the con- 
sumer loan companies have 
been expanding their 
operations and are consid- 
ered more flexible and 
aggressive in their manage- 
ment than the traditional 
Japanese banks. 

Last year Takefuji 
reported net profits of Y52bn 
on revenues of Y278bn. It is 
expected to record profits of 
Y63bn this year, according to 
Paul Heaton, analyst at 
Deutsche Morgan Grenfell. 
“They are one of the most 
profitable companies in the 
entire financial sector." 

Takefuji's shares yester- 
day closed at Y6.620 on the 
OTC market. This is 45 per 
cent higher than a low it 
recorded in late September, 
and about the same level as 
its peak last year in June. 


James Packer, chief execu- 
tive, said: "While the adver- 
tising market in Australia 
showed moderate improve- 
ment during the first half of 
the financial year, it 
remained choppy. Against 
this background. Televi- 
sion's 12.8 per cent growth in 
earnings before interest and 
tax was a good performance. 
The magazine division's per- 
formance with growth of 4.6 
per cent was not as good, 
with its overseas operations 
performing below expecta- 
tions." 

He added “In regard to the 
second half of this financial 
year, there are some early 
signs that the television 
advertising market is 
improving." 

But he said the recent fall 
in the value of the Austra- 
lian dollar against the US 
dollar “will impact maga- 
zines’ paper costs and 
restrain Its growth". 

Overall, however, he said 
PBL "should again post a 
solid increase in EBIT in the 
second half of the year". 
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Asia crisis starts to hit Singapore banks 


Development Bank and Tat Lee results reflect the need for 
provisions to cover possible losses on regional loans 


By Peter Mofitagnon 
In Singapore 
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Asia's economic crisis has 
begun to take its toll on 
Singapore banks, with the 
announcement yesterday of 
a 35 per cent fall in 1997 
group net profits by Develop- 
ment Bank (DBS), the city 
state's largest bank, and a 
net loss at Tat Lee. a small 
bank which is being merged 
with Keppel. 

The results - the first to 
be announced in the current 
reporting season - were 
struck after a sharp increase 
in provisions at both banks 
to cover passible losses on 
regional lending. DBS said 


Its net profit of S$436m 
(US$267m) followed a near- 
sixfold increase in provisions 
to S$496m. 

A sharp increase in provi- 
sions had been widely expec- 
ted, but analysts said Tat 
Lee's net loss of S$39m after 
a profit of SS68m In 1996 
came as a jolt, as this is the 
first time in living memory 
that a Singapore bank has 
announced an annual loss. 

The announcement 
prompted a separate state- 
ment from the Monetary 
Authority (MAS), Singa- 
pore's central bank, which 
said Tat Lee was financially 
sound and stressed its risk- 
weighted capital ratio of 19 


per cent - well In excess of 
the locally prescribed norm. 

MAS said it was confident 
the merger with Keppel 
Bank, which yesterday 
announced a 21 per cent fall 
in group net profits to 
S$73m, would create a more 
resilient bank. 

Bank shares were further 
unsettled yesterday as news 
filtered out of a proposal by 
DBS for a one-for-five rights 
issue that will raise about 
S$lbn to fund acquisitions 
and future expansion. Trad- 
ers said they feared the 
rights Issue signalled a need 
for yet more provisions 
which would depress profits 
again in 1998. 


Ng Kee Choe, DBS presi- 
dent. said such on interpre- 
tation was unfounded. The 
crisis had created opportuni- 
ties for expansion. 

DBS has announced plans 
to acquire banks in Thailand 
and the Philippines, he said, 
though suggestions It 
wanted to buy another bank 
in Singapore were “specula- 
tive". 

DBS ivas comfortable with 
its level of provisions. Mr Ng 
added. These include a gen- 
eral provision of SS314m to 
protect the group against a 
further deterioration in its 
regional portfolio. Cumula- 
tive general provisions now 
amount to 122 per cent of 
non-performing loans to the 
five Asian countries worst 
affected by the crisis. 


Indonesia remained the 
country of greatest concern. 
“There is always the possi- 
bility that more provisions 
might have to be made," Mr 
Ng admitted. The h ank said 
its exposure to Indonesia of 
SSl^bn was second in the 
region to its S$2.obn expo- 
sure to Malaysia. 

The results were struck 
after a 10.7 per cent increase 
to S$1.02bn in group operat- 
ing profit. 

DBS is proposing a total 
dividend of 18 cents, up from 
16 cents last year, and a one- 
for-ten bonus issue as well 
as the rights issue. This will 
be priced at a 32 per cent 
discount to Tuesday's dos- 
ing share price of SS8A0. The 
shares were suspended yes- 
terday pending the results. 


TO THE HOLDERS OF 


OLYMPIA & YORK MAIDEN LANE FINANCE CORE 
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Boral unveils buy-back plan 


LEGAL NOTICE 


By Rossefl Baker 


NOTICE OF AD HOC COMMITTEE ACCEPTANCE 
OF OFFER TO PURCHASE 59 MAIDEN LANE 


On February 19, 1998. the Ad Hoe Committee > <t Olympia A York Maiden Lane Noteholders announced that it had 
received an offer from Amtnwt Realty Corp to purchase 59 Malden Lane Car S75 million. Atntrusi also agreed u make a 
deposit of S3.000.000 upon execution of a contract of rale. 

The Ad Hoe Committee farther Jimmind that it had accepted Am trust's oflee subject a > she receipt of higher and 
better offers m an auction to be hold under the auspic e s of a bankruptcy court. In the were that the irtnuMS an* mid to 
another bidder at a higher price. Amtrnsl will recent a Sl.CW.000 break-up fee. The Ad H.tc Cunmttlce's acceptance of 


Holders interested in more information concerning the above may call either Daniel Golden, Ejq, of StrwKk Sr 
Sutwck Si LavanLLE counsel to '.he Committee and rpraal counsel to the indenture Trus-j^. at i21J, SWC423 or David 
E. RcUcr. Exp, of Kelley Dry® •£ Warren LLH counsel to the Indenture Thuiee. at G!I2> eOb-TVTU. 


March 0, 1993 


Marine Midland Bank, 
Os / «drnt»rv Trustee 



Boral, the Australian 
building materials group, 
yesterday revealed a 15 per 
cent rise In interim net prof- 
its and plans to buy back up 
to 50m shares. 

Net profits for the half 
year to December wero 
A$107.2m (~L’SS73mj. with 
strong performances from its 
construction materials and 
building products operations 
in Australia. 

The solid Australian per- 




improved results from 
operations in the US and 
Europe, more than offset a 
slowdown in Asian 
operations. 

Tony Berg, managing 
director, said: “Earnings in 
January and February were 
ahead of last year and we 
expect the first-half improve- 
ments to continue for the 
rest of the company's Asian 
operations.” 

Interim sales rose l per 
cent to AS2.46bn. 

The company declared an 


dividend of 7.5 cents a share. 

The company said that it 
may acquire shares on the 
market over the next six 
months on top of Its existing 
buy-back programme. 

Peter CoLtroll. chairman, 
said: “Up to 50m shares 
would be bought if the board 
considered investment in 
Boral would provide better 
shareholder returns than 
investment or acquisition 
opportunities." 

Boral shares edged down 
1 cent to close at A$3.67 


WEST TECHNICAL SERVICES 
LIMITED 


ip muxCTixnq mo viroupi 
VHKX is MfUSY i AIM pnuet 1 1 !«ir» 4 ft.- n» 
«■- All IWlL lAnoH 

. wWia rl JfrMMumrd MS tm Ml j, 

Ibr rdtfl U «<!<>■ SlMiMi lgh Cm E..M 
ICIV ,-VU 141 IJ Mjnli Ilf'S ti,on,n, 
W" <■ l—-— -HI 

p.r|W*d !■» W VMhomul.M 

'■'-J* - mi, 

WlWi’ll J fFdDun a rmnuir* iO ^aercur r*t- 

■untun,ur*wrd<*iT b, -•-.EitniVAji 

VMlua ire eeh rtulro in V.*; A 

I Jr 'H— ltd in ut JI I'M J&M-, Am 

« U®- I’M" '.IO hew, .«1 I'M to.i-rv, 

njtimrlfeJiMwMc, 

llMp.lMnlnl*- fcc j™| 


1 )* rw4n|(M"lrifd*|| M LJ,(l. n , 
imteia uWMtl h MT . n MlvOit 


Ujh-llhatatffaw. It'll 


OS SMITH 4NP M | HOB 


Onfc.jnmiMMB'iicFvu rn-nm 


The FT can help you reach 
additional hisineu readers in 
Fra n ce. Our link with tbe French 
business newspaper. Les Echos, 
gives you a unique recruitroem 
advertising opportunity to 
capitalise on the FT* European 
readership and to further urgrt 
the French business world. 

For information on rates and 
further details pleaic telephone: 




Toby Findcn-Crofts on 
+-M 171 B73 4027 
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Two of the world’s leading real estate firms - Insignia Financial 
Group, Inc. in the US and Richard Ellis Group, Ltd. in the UK - 


are now one. 

With this mmstt companies can now sojoy lteally 

toe brat of both "“i us °“ your si<fc ’ ‘‘ te °' t 
'ui Atlantic you* on. Yon - — ■« ° f 

real estate needs tom the naenrity of yonr corporate board room. 

: Ttargh mom than two cenrnriea aepruat. <■* founding of our 
^ra, . arc aiiko. We share the same entiepm- 

nenrial spirit, operating phiioso^ and passion for alienee. 



INSIGNIA 

financial group 


: ^^TN^wYb^TNY 10017 

s Park AVENUE, 


Richard Ellis and Insignia/ESG.our US commercial services 
subsidiary, already serve many of the same clients. Now our UK 
and US clients will have seamless access to the premier capabilities 
in the real estate world. 

As the world continues to shrink, your need for international 
real estate services will grow. Find out how Insignia and Richard Ellis 
can make not only oceans disappear, but problems, too. 

Call Stephen Siegel in the US at 888-707-3908 or ring Andrew 
Huntley in the UK at 0171-629-6290. 

Richard Ellis 

International Property Consultants 
Berkley Square House, London, UK W1X 6 AN 
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TAKEOVER BATTLE TARGET PROMISES SHARP RISE IN EARNINGS AND REVENUE 


NEWS DIGEST 


Computer Sciences steps up bid defence 


CANADA 


By Mcboias Denton 
In San Francisco 


Computer Sciences, the 
computer services company 
which is the target of the 
largest hostile takeover bid 
in the technology sector, yes- 
terday promised growing 
revenues and earnings op to 
2000 in an attempt to safe- 
guard its Independence. 

CSC. battling a $9.8bn bid 
from Computer Associates, 
the acquisitive software con- 
glomerate, forecast earnings 
growth between 1996 and 
1999 of 22 per cent, substan- 
tially more th an 16 per 


cent Wall Street consensus 
estimate measured by Zacks. 

At a meeting yesterday 
with financial analysts in 
New York, CSC said it expec- 
ted earnings per share of 
$3.43 for the year purling this 
March, rising to $4L2Q In 1999 
(compared with the $3.94 
which Wall Street had expec- 
ted) and $5.55 in 2000. 

CA's $108 a share bid “falls 
Car short of rewarding the 
stockholders for the underly- 
ing value of Computer Sci- 
ences." said Van Honeycutt, 
CSC president and chief 
executive. 

CSC, which manages com- 


puter projects for large com- 
panies, said it had won or 
implemented S6.7bn In large 
outsourcing contracts over 
the past 12 months. It said it 
was also enjoying growing 
rip m and for preparing com- 
puter systems for 2000 date 
change. 

CSC left open an escape 
hatch, saying the forecasts 
did not take into account the 
damag e CA's offer might do 
to CSC's business. However, 
if CSC maintains its indepen- 
dence and fails to meet the 
targets it has set for itself, it 
is vulnerable to shareholder 
lawsuits. 


The bullish financial fore- 
cast, which sees annual reve- 
nue rising from $6.6bn in 
1998 to $9 Jbn in 2000, is the 
latest part of a vigorous 
takeover defence being 
mounted by CSC and its 
advisers, Goldman Sachs 
and J. P. Morgan. 

CSC has indicated it is 
looking for a “white knight”, 
a counter-bidder to CA more 
favourably in clin ed to CSC's 
management, although 
potential acquirers such as 
Hewlett-Packard. IBM and 
AT&T have given no serious 
indication of interest. 

The company, which 


would prefer almost any bid- 
der other than CA according 
to people close to the situa- 
tion, is pursuing an aggres- 
sive strategy against CA. 
alleging in a lawsuit that the 
bidder’s advisers improperly 
obtained and used informa- 
tion about the company. 

CSC has also implemented 
“poison pill” defences, provi- 
sions which raise the cost to 
an acquirer by giving, for 
instance. 150 top executives 
additional salary and 
bonuses in the event of a 
change in control, a move 
which has led CA to waver 
in its determination. 


CA has mounted a chal- 
lenge to the poison pill 
bylaws in a Nevada court, 
but in an interview pub- 
lished in yesterday's Wash- 
ington Post, Charles Wang, 
CA chief executive, said: “I 
like to win. but I'm not 
going to kill myself to win. If 
I can't get the barriers to a 
deal down, of course I have 
to seriously consider my 
options.” 

Wall Street Interpreted 
this as reducing the likeli- 
hood of a deal, marking CSC 
shares down $2 to $105 in 
early trading. 

CA shares rose $tf to $47£. 


TrizecHahn to build 
Toronto office tower 


Analysts 

trim 


Genzyme follows prescription for profitability 


TrizecHahn, the Canadian property 8JW * SjJ"** 1 * wa9 
to build a 50-storey office tower In Toronto, the fret such^- 
high-rise building to be butt I nCana da slargg decade. 

tha i ?m sa ft Bay- Adelaide Centre In Toronto s financial district 
***** 

ada. Construction of the Toronto buHdlng, as well as office . 

tower in Calgary, is scheduled to ^ 

pteted by 2000. Both projects were expected to cost C$470m 

^THzat^ahn said its decision to proceed wtth thetwrer 
reflected a revival in Canada's property market, w wa i i h as 
resulted In declining vacancy rates and increasing rental prices. 
Gregory Wilkins, chief executive, said the Toronto pro^st would 
demand for additional class A office space that has resulted 
from the lack of new developments in recent )»“*■ ' 

TrizecHahn's equal partner in the venture will be the pension 
trust fund for employees at Canadian National, ^railway com- 
pany. Construction on the office building began In fh ejata 1 980s 
but was halted when Canada's real estate market coflapsed. The 
building's foundation Is already complete. 

Scott Morrison, Toronto 


Disney 

forecasts 


The US biotech company Is diversifying to maintain earnings growth, writes Victoria Griffith 


By Christopher Partes 
In Los Angelas 


Walt Disney shares fen more 
than 4 per cent yesterday 
morning after two leading 
securities houses cut their 
earnings estimates for the 
entertainment group. 

Blaming “a couple of bad 
movies". David Londoner, 
analyst at Schroders. low- 
ered his second-quarter fore- 
cast more than 7 per cent 
from 55 to 51 cents a share. 
He also lopped 7 cents off his 
$620 a share estimate for the 
full year. 

Goldman Sachs, which 
also revised its second-quar- 
ter figure to 51 cents, left its 
full-year appraisal 
unchanged at $320. 

Mr Londoner singled out 
three disappointing films — 
Deep Rising, Kundun and the 
newly-released Krtppendorfs 
Tribe - and Disney is lag- 
ging behind badly at the US 
box office so far this year. 

The io films released by 
Buena Vista, its mainstream 
feature film distribution 
arm, have captured less than 
4 per cent of the market so 
far this year, according to 
industry estimates. 

At number nine in the stu- 
dio rankings, Buena Vista is 
only marginally ahead of 
DreamWorks, which has 
released two films. 

Miramax, responsible for 
Disney's more specialised, 
so-called “independent" pro- 
ductions, such as Good Will 
Hunting, stands third, with a 
13 per cent share from, nine 
releases. 

The group's best-perform- 
ing film of the year so far 
has been Flubber. released 
more than three months ago. 
and which has taken about 
$9Qm at the US box office. 
Titanic, the Paramount-20th 
Century Fox joint produc- 
tion, has grossed almost 
$430m in XI weeks. 

Schroders' revision of its 
estimates for Disney's full- 
year results may also .have 
been influenced by the 
recently announced second 
delay in the launch of the 
group's new venture into 
ocean cruising. 


M ost biotechnology 
companies' results can 
be summarised by two 
statements,” says David 
Stone, biotech analyst at 
Cowen & Co. “They lost 
money. They were supposed 
to.” 

What is taken as a matter 
of course in other sectors is 
an exception in biotechnol- 
ogy: Genzyme releases its 
year-end results today, and 
it matters because it is in 
the . privileged class of bio- 
tech companies that regu- 
larly reports a profit In 1996, 
just nine of the 100 compa- 
nies Cowen tracks, for exam- 
ple. did so. 

Expectations are for a 
fairly good year. Analysts 
are forecasting annual reve- 
nues of about $595m. net 
income after tax. of about 
$95 m, and earnings per share 
of $L22. 

Genzyme's blockbuster 
drugs - Co red as e and its 
newer version, Cerezyme, 
both treatments for Gauch- 
er’s disease, a genetic liver 
disorder - account for more 
than half of its sales. 
Although these products still 
have some growth potential, 
their use will eventually 
dwindle, and investors are 
wondering where future 
profits will come from. 

Other established biotech 
companies are in a similar 
position. Biogen has the 
dubious distinction of being 
the first biotech company 
where the patents on its 


main product Interferon, 
which slows progress of mul- 
tiple sclerosis, are just about 
to expire. 

Similarly, sales of two of 
Amgen's enormously suc- 
cessful treatments - Epogen. 
for patients on dialysis, and 
Neupogen, which prevents 
Infaction in cancer patients 

- are teaching a peak. 

Yet- Genzyme has chosen 

to deal with the challenge in 
Its own way. Rather than 
concentrate efforts on the 
next big hit, the Boston- 
based group is managing its 
portfolio like a more tradi- 
tional pharmaceuticals com- 
pany - by divezmfying. 

Genzyme has a surgical 
products division with about 
$100m in annual revenues, 
and a genetic testing divi- 
sion with about $60m. The 
company's riskiest ventures 

- including Genzyme Trans- 
genics, which is searching 
for ways to produce cancer 
vaccines in goats' milk - are 
organised as subsidiaries 
and financed separately to 
shield the parent company 
from any downside. 

The company’s risk^verse 
approach has made it the 
biotech darling of the capital 
markets- Genzyme has been 
far more successful than 
most in raising funds on 
Wall Street, and its access to 
financing has allowed the 
company to stay away from 
partnerships with big phar- 
maceuticals groups. 

While those partnerships 




TRUCK RENTALS 


Budget buys Ryder TRS 




Budget, the US rental car group, Is to buy Ryder TRS, the truck 
rental business sold off by the Ryder truck company two years 
ago. for $265m. Budget wiH also take on debt of about $441 m, 
via a mixture of fleet debt and public loan notes, as a result of 
the deal. The Ryder rental business has annual revenues of about 
$545m, and a fleet of 30,000 trucks and vena Budget - which 
will pay for the acquisition through a mixture of cash end shares 
- said It expected the deal to be sllghtiy accretive to earnings In 

1998. _ 

Ryder TRS was sold off by Ryder In 1096 to the private Ques- 
tar Partners Fund tor $575m including debt. Yesterday's dee! is 
the second significant move this year by Budget to diversify Its 
interests: In January, the car rental company, which is repre- 
sented In about 120 countries and ranks as the thir d larg est car 
and truck rental Ann worldwide, acquired Crutee America, one of 
the biggest renters of recreational vehicles In North America. 
NHdd Taft, Chicago 
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Kronfeld quits after racist row 
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provide an important stream 
of income for biotech compa- 
nies, they are a mixed bless- 
ing because they dilute their 
share of potential profits. 

Such partnerships can also 
leave biotech companies 
badly stranded if the phar- 
maceuticals giant decides to 
back out. as happened this 
week when Johnson & John- 
son backed out of an agree- 
ment .with Amylin to 
develop a synthetic version 
of the honnone pramlintide. 


which is missing or deficient 
in millions of diabetics. 


G enzyme's low spending 
on research and devel- 
opment. however, may 
also lower the chances of 
future blockbusters. The 
company's most promising 
pipeline products are niche 
drugs with limited sales 
potential. Tbyrogen, helpful 
in the diagnosis of thyroid 
cancer, is expected to receive 
approval by the US Food & 


Drug A dminis tration this 
year, but is unlikely to gen- 
erate sales of more than 
$75m a year. 

A new treatment for kid- 
ney disease, which may 
move on to the market next 
year, will probably not do 
much better. 

“Genzyme underspends on 
R&D," says David Molowa, 
an industry analyst at. Bear 
Stearns. “Their results look 
good for now, but the upside 
may be limited." 


Eric Kronfeld, a senior PofyGram record executive, has left the 
company five months after a row over racist remarks he made' in 
a deposition to a US dvil proceeding. PotyGram issued a public - 
apology and dismissed Mr Kronfeld from Its International man- 
agement board following his suggestion last October that if 
record companies were prevented from employing people with 
criminal records, there would be no African Americans working In 
the music industry. However, he retained his post as chief operat- 
ing officer of PolyGram's US music division wttfi responsibility for 
legal affairs. 

PofyGram sad in a statement that Mr Kronfeld had now “been 
released from his contract to pursue his own entrepreneurial 
activities”. Tricky, a black artist signed to a PofyGram record 
label, recorded a song protesting against Mr Kronfeid's remarks 
last autumn, but did not release it commercially- 
Alice Rawsthom, London 


GENERAL ELECTRIC 


First Union buys Money Store for $2.1bn IBM buys data processing unit 


By Richard Waters hi New York. 


The Money Store, one of a 
new breed of specialist lend- 
ers which has sprung to 
prominence in the US during 
the 1990s. has been snapped 
up by First Union, the North 
Carolina hanking group, for 
$2.1bn. 

The purchase, which val- 
ued The Money Store at 
nearly double its recent 
stock market capitalisation, 
prompted a jump in the 
stock of similar lenders yes- 
terday as Wall Street looked 
ahead to a long-expected 
shake-out among the institu- 
tions. 


The Money Store Is among 
the biggest and longest 
established companies spe- 
cialising in lending to people 
who traditionally have not 
been considered creditwor- 
thy by banks. Some three- 
quarters of its lending is in 
the form of home equity 
loans, secured against the 
borrower's home. 

Their readiness to lend, 
effective consumer market- 
ing and national distribution 
systems have enabled such 
companies to outflank tradi- 
tional banks in recent yeans. 
The Money Store itself is 
widely known for its perva- 
sive television advertising. 


fronted by Hall of Fame 
baseball pitcher, Jim Palmer. 

The stock market's love 
affair with specialist lenders 
ground to a halt a year ago. 
however, as bad credit prob- 
lems hit Mercury Finance, a 
high flier among sub-prime 
car lenders. The Money 
Store also took losses on car 
loans, although this has rep- 
resented only a small part of 
its business. 

First Union's all-stock 
acquisition values the com- 
pany at about 3.2 times its 
book value, broadly in line 
with the higher prices that 
have become prevalent in 
bank acquisitions over the 


past two years. The Money 
Store, whose stock had 
fallen on credit concerns to 
below $17 in January, 
jumped to $31% on yester- 
day's news, a rise of $4% on 
the day. 

The Charlotte-based bank, 
which has grown rapidly 
through mergers to become 
one of the country's 10 big- 
gest, said it would run 
Money Store as a separate 
distribution system, retain- 
ing its 172 branches around 
the country and operating 
under a separate name. 

First Union said it would 
issue $34 a share in stock for 
each Money Store share. It 


also said it would buy back 
41m of its own shares in the 
stock market, roughly equiv- 
alent to the number of 
shares it would have to Issue 
tn the acquisition. 

John Georgius, First 
Union president, said the 
purchase would fill a gap in 
the banking group’s lending 
business, making it the larg- 
est home equity lender in 
the US. The bank also 
claimed that it would 
become the biggest lender 
under tbe Small Business 
Administration's guaranteed 
loans plan, and the third 
largest provider of student 
loans. 


General Electric’s efforts to raise productivity levels and shed less 
profitable businesses continued yesterday with the announcement 
that it would sell a data processing unit to International Business 
Machines. The business, which is part of the GE Capital financial 
services unit handles data processing on behalf of other compa- 
nies and employs some 590 people, most of whom will move to 
IBM. 

The news came a day after GE revealed plans to trim 1,200 
jobs from its power systems division, which makes turbines for 
power plants. The job losses, out of a total of 24,000 In the divi- 
sion, will stem from the closure of a steam turbine plant In Mas- 
sachusetts. as well as plans to shift some activities currently han- 
dled at the division's headquarters, in Schenectady, New York. 

GE reported earlier this week that it had taken restructuring 
charges of $1 2bn in all last year to reflect such moves, as wail 
as $ 1-1 bn of other special charges to "enhance the long-term 
competitiveness of certain industrial businesses." The largest of 
these was a $342m charge In its aircraft engines business, which 
the company attributed largely to the slow-down in airline pro- - 
duction announced by Boeing late last year. 

Richard Waters, New York 




Kmart beats forecasts, 
Saks warns on weather 


By Nikki Taft la Chicago 


Annual General Meeting 


The Annual General Meeting: of Mo och Domsjo AB will 
be held at Grand Hotel (Vintertriidgarden). Stockholm. 
Sweden, ar 4.00 p.m. on Wednesday. March 25. 1998. 

Participation in Annual General Meeting 

Shareholders who wish to take part in the Annual General 
Meeting shall be entered in the register of shareholders 
maintained by Vardepapperscentralen VPC AB by no 
later than Friday. March 13. 1998 and shall notify the 
company by no later than 5.00 p.m. on Friday. March 20. 
1998, at: 


dividend is expected to be distributed by VPC on Monday, 
April 6, 1998 to those who are listed in the register of 
shareholders or the special list on the record date. 
Shareholders are requested to inform their account 
operator of any changes of name or address. 


Financial information. 


Mo och Domsjo AB 

Group L egai A ffairs 
S-891 80 Ornskdfdsvik. Sweden 
Notification may also be made by telephone: 
+46660 751 41, +46866621 11 or by fax 
+46660 759 78. 

Shareholders whose shares are registered in a nominee 
name, should temporarily re-register their shares in their 
own name with VPC bv no later than Friday. March 13. 
1998 to be entitled to take part in the Annual General 
Meeting. 

Dividend 

The Board of Directors has proposed that a dividend of 
SKr 9 per share be paid. The Board has also proposed 
Monday. March 30. 1 998 as the record date for the 
register of shareholders and the special list of pledgees 
etc. maintained by VPC. Provided the Annual General 
Meeting resolves in accordance with this proposal, the 


MoDo publishes the following financial reports in 1998: 
March 5: Annual Report 1997 
April 29: Interim report for January-March 
August 11: Interim report for January -June 
October 28: Interim report for January -September 
The year-end communique and the interim reports arc 
included in MoDo Business Report which is published 
four limes a year. 

The annual report is sent by V&rdepapperscentralen 
VPC AB to shareholders who have indicated their wish 
to receive it. MoDo Business Report is sent to ail share- 
holders who are registered with VPC. 

Mo Do’s financial information in Swedish and English 
may be obtained from: 


MoDo 


Group, Public Relations 
S-891 80 Ornskdfdsvik. Sweden 
Telephone : +46 660 751 31 
Fax: +46 660 759 70 
E-mail: info@modogroup.com 


Kmart, the large Michigan- 
based discount retailer 
which has been struggling to 
recover from a period of poor 
results in the mid-1990s, yes- 
terday Joined the list of big 
stores groups which man- 
j aged to exceed analysts' 
expectations in the final 
quarter of 1997-98. 

Tbe company said that in 
the three months to January 
28, it made an after-tax profit 
of $i86m. However, adjusted 
for a charge for voluntary 
early retirement, its underly- 
ing net profit from continu- 
ing operations was $267 m. 
up from $235m in the same 
period a year earlier. 

Gamings for the period of 
50 cents a share - adjusted 
for the charge - compared 
with 45 cents previously. 

This comfortably beat ana- 
lysts' forecasts, which aver- 
aged 46 cents a share, 
according to research group 
First Call. 

Earlier this week, Dayton 
Hudson and Federated 
Department Stores, two 
other big retailers, also man- 
aged to outstrip Wall Street 
expectations. 

For the year, Kmart's 
after-tax profits stood at 
$249m after the retirement 
programme charge, or $330m 
before this Item. That com- 
pared with $23 im in 1996-97. 
Basic earnings per share, 
adjusted for the charge, rose 
from 48 cents to 68 cents. 



Royd Han; difficulties wttfi women's apparel lines Picture: Routers 


Sales for the year overall 
were up 2.4 per cent, to 
$32.2bn. although on a com- 
parable store basis, the com- 
pany said there was a stron- 
ger -L8 per cent gain. 

Fourth-quarter sales of 
$9.76bn were little changed 
from $9.68bn last time, but 
again Kmart said growth in 
same-store sales was higher, 
at about 3.6 per cent. 

Floyd Hall, Kmart chair- 
man, admitted that there 
had been difficulties with 
the women's apparel lines 
during the year, but that the 
company had “made signifi- 
cant progress in all areas". 
Operating expenses, he said, 
had been cut by 8138m, and 
sales productivity rose about 
5 per cent to $211 a sq ft. 

Kmart shares gained ${f to 
$14% on the news. 

Meanwhile. Saks Hold- 
ings, the parent company of 


the upmarket Saks Fifth 
Avenue department store 
chain, said it saw a pro 
forma after-tax profit of 
$38. 6m In the final quarter of 
1997-98, up from $27.7m In 
the same period a year ear- 
lier. 

Sales were 11.9 per cent 
higher at $67i.6m, with com- 
parable sales rising 5.2 per 
cent. This took pro forma 
net profits for the year up 
from $28-6m to S55Jm. 

But the retailer, warned 
that the recent bout of heavy 
rain and bad weather in Cal- 
ifornia and Florida - from 
where it derives almost 30 
per cent of sales - caused 
comparable sales to fall by 
3-3 per cent in February, the 
first month of the current 
financial year. 

Total sales for the month 
-were $152 .5m. op 43 per cent 
in nominal terms. 
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Soros praises 
Russia moves on 


investor rights 


Freei8sd Moscow 

George Soros, who has been 
sharply critical of Russian 
companies in the past, yes- 
terday praised them for their 
protection of shareholder 
rights, saying the corporate 
connate in Russia had signifi- 
cantly improved over the 
past few weeks. 

. The international finan- 
cier lauded Dmitry Vasiliev, 
head of Russia’s stock- 
market watchdog, for 
defending minority share- 
holders and forcing Russian 
companies to obey the law. 

Mr Vasiliev has recently 
admonished Sidanco and 
Yuksi, two top Russian oil 
companies, for violating 
shareholder rights. 

“I came here to issue a 
dire warning, but I hope that 
I came too late and that 
things are now moving in a 
better direction,” Mr Soros 
said. 

Mr Vasiliev backed Mr 
Soros’s upbeat tone, saying 
he was happy with the 
response from Sidanco and 
Yuksi to his commission's 
rulings. He said he believed 
Russia’s big companies were 
beginning to understand 
“that there should be equal 
and lair rules”. 

However, Mr Soros, who is 
a business partner of Oner- 
imbanfc, the Russian com- 
pany that owns Sidanco, said 
be was disappointed by the 


group’s initial effort to dilute 
the holdings of minority 
investors. 

"1 think they made a mis- 
take and I encouraged t>i«M 
to correct it,” Mr 'Soros' said 
of Sidanco's initial plan to 
exclude minority investors 
from a convertible bond 
issue. 

He said he believed that 
Vladimir Potanin, the 
of Onexixubank, had been 
influenced by the prevailing 
behaviour trf Russia’s busi- 
ness environment. 

“I think that they [Russian 
businessmen] got into a cer- 
tain habit, certain customs 
develop and people get car- 
ried away,” Mr Soros said. 

But Mr Soros said he was 
“satisfied” with Sidanco's 
recent move to address com- 
plaints of minority share- 
holders and felt that, more 
generally, respect for inves- 
tors and the law was begin- 
ning to prevail. 

Mr Soros, who participated 
in the Onexlmhank group’s 
winning bid for a contr olling 
stake in Sviazimrest, a Rus- 
sian telecommunications 
company , said he was con- 
sidering participating in the 
planned sale of an additional 
25 per cent interest. 

However, he said he would 
not compete for Rosneft the 
largest Russian oD company 
still to be privatised. “That’s 
for the big boys, British 
Petroleum and so on.” 



NEWS DIGEST 

OIL 



Tatneft set for 
New York listing 


Tatneft, Russia's fourth biggest oil producer, w9 this month 
become the second privatised Russian company to Gst its shares 
on the New York Stock Exchange. The shares are to be traded in 
the form of level-2 American Depositary Receipts, burtdBng Tat- 
neft’s underlying equity into tradeable share packets. 

Tatneffs moves highlights the ambitions of many big privatised 
Russian companies to establish a presence in International capital 
markets and foUou/s the ; eerier -Bating of ftosteJekom, lhe national 
telephone oper ator, in New York. - 

But no privatised Russian company has yet established a king 
enough trading history to issue Level-3 ADRs, which would 
enable them to make public share issues abroad. Tatneft is one 
of the most highly regarded^regional oil companies, controlling 
the vast ofl deposits in the central republic of Tatarstan. Its total 
provan reserves amount to 855m tonnes. 

John Thomhffl, Moscow 


ISRAE L ^ 

Tadiran slides to $62m 

Tadiran, the Israeli triecommimteations equipment manufacbrer. 
yesterday said Its shift from domestic sales towards exports last 
year kept 1997 revenues flat, at SI .1 bn, as In 1996. Net Income, 
including capital gains, fell from 892.7m, or S4.73 a share; to 
$62m, or $3.1 6. Excluding capital grins during berth years, net 
Income dimbed sHghtty from $58m to $59m. Exports climbed 20 
per .cent, from 47 per cent of trial sates in 1996 to 56 per cent 
year. 

Tadiran has moved to boost exports since losing exclusive 
contracts to Bezeq, the domestic triecommunicattens provider, 
last year. ... 

Tri Uani. analyst at Zannex Securities in Tri Aviv, said result s 
were In line with expectations and the company was successfully 
making the transition towards foreign markets. Tad&an Is a sub- 
sidiary of Koor Industries, teraeTs biggest holding company. 

Avi MachEs, Jerusalem 


telecommunications 


OTE completes Armenian buy 

ore. Greece’s public telecoms operator, yesterday completed the 
.acquisition of a 90 per cent stake in ArmenTel, the Armenian 
state operator. The deal marks foe Greek company's first acqued- 
tfon abroad under its strategy of expansion into east European 

’"grepaid $ 1 42 . 5 m for its stake in ArmenTel, which te commit- 
ted to Investing $3O0m in upgrading 

work over the next 10 years. The other 10 per cent of ArmenTel 
wia remain under state control. ^ 

The Greek operator is expected to sell alO per^ts^ 

Levertte, the Cypriot-owned 

arises for bottfing Coca-Cola In the Balkans and the ^ ormaf | 
■Soviet Union, teuentis controls a 

SSShTS* venture between iteitenfo Bottling Company, as 
and a Yanw-baaad .ca mpy . 

Thn Rjrooean Bank for Reronrinjctoon and Developmmts 
ateo considering the purchase of a small stake in A" 0 ®"?' 

: Karin Hop* Athens 


RUSSIA 


lahrman loses post 

> tom youthful reformer Bons .^™^. , ttcceat . 

company had otfoai iy ^ ed accept 

o »e» board, dua ID ba ewtad al an 

voctev said would lake place in MJV «_• Juna 
,bOUt 30 candidacies announced for . 

jrfev, who e pereonri - Ana- 

oh at the lists you can draw one cmriusun 
,ho currently nominally occupies the post 

" STJJSuES and has said Mr DyateWs 
^.^MMaoat- wodd aawat Mr Bievnov. 


COMPANIES & FINANCE: INTERNATIONAL 


GENEVA MOTOR SHOW SPANISH GROUP SEES ‘SUBSTANTIAL IMPROVEMENT WHILE INDIA’S TATA TARGETS SMALL CAR SECTOR 


Seat cuts Fiat connection Tata displays 

new small car 


By Hafo SfenuiaB in Geneva 



By Haig Simonlan 


Road ahead: Seat hopes naw models such as the Bolero 330 BT wS help continue recovery gicture: AP 


Seat, the Spanish carmaker 
controlled by Volkswagen of 
Germany, will this year 
break its last link with Fiat, 
its farmer owner, with the 
demise of the MarbeQa mini- 
car. 

The Marbella, a cheap run- 
about based on Fiat’s vet- 
eran Panda, will be replaced 
by a low-specification ver- 
sion of Seat's Arosa mini-car 
launched last year. 

' The 500 employees bond- 
ing Marfa ellas will be trans- 
ferred elsewhere within the 
group. 

Pierre- Alain De Smedt, 
Seat chairman, said that 
although Seat sold 17,000 
Marbellas last year, it would 
be more profitable to concen- 
trate on other vehicles. 

The death of the Marbella 


1997 results on March 24, Mr 
De Smedt will reveal a “sub- 
stantial improvement’’ in 
profitability. 

The company, which made 
PtaSbn ($32. 6m) in 1996 only 
after extraordinary earning s 
from an asset sale, will 
announce it returned to 
profit at the operating level 
last year. 


Turnover last year soared 


Pta775bn on the back of 
strong demand for Seats and 
vehicles built for VW. 
Production climbed from 
.415,000 in 1996 to 467,000. 
Seat also built 52,000 kits for 
assembly in South Africa 
and Argentina. 

Mr De Smedt said output 
this year should reach 
“nearly half a million" units. 
“And stm my importers tell 


me they could seO more," be 
added. 

Seat has been building 
more vehicles at other VW 
plants as part of the cost- 
saving strategy devised by 
Ferdinand Piftch, VW chair- 
man. 

The biggest boost will 
come later this year when 
the new Seat Toledo goes 
into production at VW’s 
Brussels plant. For the first 
time the Toledo is to be 


made in “at least” two body 
styles and with a wider 
engine range, and should 
contribute significantly to 
Seat's long-term sales 
growth, Mr De Smedt said. 

While the new Toledo will 
be pitched upmarket from 
the current model, Mr De 
Smedt indicated Seat did not 
exclude moving eventually 
into the bigger “D" segment 
of the European market with 
a car based on VW’s Passat. 


Tata Industries, the Indian 
industrial group, hopes to 
capture at least a quarter of 
the country’s small-car mar- 
ket in 2000 with its new com- 
pact vehicle to be launched 
in November. 

The low-cost Italian-styled 
model, displayed for the first 
time outside India at the 
Geneva motor show, will 
eventually be exported to 
Europe, increasing pressure 
on manufacturers in the 
world's most cut-throat car 
market. 

Ratan Tata, chairman, 
said the new car hum Tata’s 
Telco vehicles subsidiary 
would be the first serious 
challenger to the Maruti 
mhiinar made by a joint ven- 
ture between Japan's Suzuki 
and the Indian government 
The MS00 dominates the 
market, accounting for the 
lion's share of all new cars 
sold in India last year. 

Mr Tata said the new car 
would cost about R250,000 
($6,300), compared with 
R210.000 for an equivalent 
Maruti. However, he noted 
the Tata was bigger, newer 
and offered better specifica- 


tions, as well as a much 
larger 1,4-litre engine. 

Tata has Invested about 
$400m in the project About 
$300m has been spent on a 
new plant (also to be capable 
of building other carsi at 
Pune in western India. A fur- 
ther JlOOm went on develop- 
ing the small car. 

The plant can build 150,000 
cars a year, with the poten- 
tial for 200,000. Output of the 
new car will be about 50,000 
units in the first 12 months, 
he said. 

Mr Tata said most foreign 
carmakers had misjudged 
India by concentrating on 
larger vehicles in the Ford 
Escort/Opel Astra category. 
Their high prices and the 
failure of the market to 
develop as expected meant 
sales had not reached their 
manufacturers’ targets. 

Mr Tata said foreign 
brands had been obliged to 
Opt fin: larger cars as they 
could not justify investing in 
big, integrated car factories 
in India. But the high tariffs 
on the car kits they 
imported made their prod- 
ucts uncompetitive. Mid- 
sized vehicles such as the 
Astra cost about R7QOJOOO. 


marks a turning point in 
Seat’s recovery under VW. - from Pta607bn in 1996 to 
When Seat announces its 


RWE Performance Profiles 


There are still some 


places without Heidelberg Printing Systems. 



But they are few and far between. That's not 
surprising because Heidelberg is the world- 
wide market leader for high-tech printing 
systems. From Argentina to Australia, from 
Thailand to Siberia, Heidelberg stands for 
innovation, quality and reliability. 

Over decades, Heidelberg has continuously 
set new standards in its field. With ex- 
ports accounting far nearly 80% of group 
net sales of DM 5 billion, the company is 
a truly global player and always ready to 
tackle new markets, regardless of their 
size and complexity. 


In doing so, we have been focusing on 
companies that are among the leaders in 
their respective fields. They include other 
well known names such as HOCHTIEF, a 
major international force in airport con- 
struction and management, and CONDEA, 
which ranks among the foremost pro- 
ducers of base chemicals for detergents 
and cosmetics worldwide. And we are 
committing resources to future-oriented 
technologies such as telecommunications. 
Our portfolio is solid and dynamic. 


Heidelberg is part of the RWE performance 
profiles. We at RWE have been using our 
financial resources and expertise to build 
a first class portfolio of subsidiaries that 
promises continued solid performance in 
the future. 


Portfolio optimization is only one way in 
which we are enhancing RWE's attract- 
iveness to investors. The restructuring of 
our shareholder base is another. This is 
increasing RWE's appeal in international 
financial markets. 

RWE AG, Opernplatz 1, D-4S128 Essen 
Fax: +49 2 0X/12-1 53 61 
Internet http://www.rwE.de 


RWE Energie, Rheinbraun, RWE-DEA, RWE Entsorg ung, L AHMEYER, RWE Telliance, HOCHTIEF 


RWE The 


Group That Knows How. 
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NEWS DIGEST 


BANKING 


European Commission 
clears UBS-SBC merger 

Tha European Commission yesterday cleared the proposed 
merger of Swiss Bank Corporation aid Union Bank of Switzer- 
land. Although the dee! will create the Largest banking Institution 
In Europe, officials said It would not give rise to competition con- 
cerns In the European Economic Area. After a one-month Inquiry, 
Brussels concluded that the only EEA country where the merging 
parties would achieve combined market share of some relevance 
in M&A advice was Portugal, where their shares resulted from pri- 
vatisation projects already completed by the time of the merger. 
The deal still has to be cleared by the Swiss and US authorities. 
Emma Tucker, Brussels 

THE NETHERLANDS 

Rabobank rises 17% to FI1.9bn 

Rabobank, the Dutch co-operative bank, lifted net profits 16.9 per 
cent last year to R 1.91 bn (S837m) but said turbulence In some 
financial markets meant that growth In 1996 would "probably be 
slower than In the past two years". Earnings for 1996 rose 14.4 
per cent The figures for the first time Incorporate its 50 per cent 
share in Robeco, the Rotterdam asset manager. They also reflect 
an expansion of securities operations. At R I1.84bn, total Income 
was 20.7 per cant ahead, with expenses growing at the same 
pace. The proportion derived from Interest earnings fell 10 per- 
centage points to 67 per cent Interest margins narrowed 20 
basis points to 2.06 per cent. Gordon Cramb, Amsterdam 


INSURANCE 


Storebrand falls 19% 

Storebrand, Norway's biggest insurer, yesterday announced a 19 
per cent fall In full-year profits following sharply reduced contribu- 
tions tram its non-life operations. Although premium Income rose 
from NKr13.2bn to NKr14.6bn {$ 1 .9 bn), group profits fell from 
NKrl.25bn to NKrl.OIbn. The insurer blamed the decline mainly 
on increased claim payments and higher costs on the non-Ufa 
side, where profits slid from NKr1.04bn to NKr884m. 

Although file group has embarked on a restructuring of Its non- 
Fife operations, it said further measures were needed to control 
costs. Diffl aides on the non-life side were partly offset by 
improved profits from Storebrand's life assurance arm, which 
rose 27 per cent to NKr4.36bn. At the operating level, group prof- 
its were NKr4.61bn, up from NKr4.12bn before distributing profits 
to life and pension policyholders. Earnings per share, however, 
fell from NKr3.98 to NKr3.57. Tim Burt, Stockholm 


MANNESMANN 


Shares to be converted to euro 

Mannesman n, the DuBseldarf-based industrial conglomerate, 
announced plans yesterday to convert its shares to the euro cur- 
rency from January 1, 1999. The move will follow plans to split 
later this y ear each of Its existing shares - worth DM1,131.95 at 
last night’s dose - into 10 new shares with the aim of making . 
them more attractive. The new shares will have no par value, 
allowing the direct conversion to the new European single 
currency. Rafcrii Atkins, Bonn 


RETAIL 


Casino jumps to FFr1.1 bn 

Acquisitions helped push 14 ) net income at Casino, the French 
retailer that fought off a hostile bid last year, by one-third to 
FFr 1.1 bn ($l81m) in 1997, on turnover of FFr69-2bn, up from 
FFr77.4bn last time. The figures Incorporate results from the retail 
businesses bought during the year. Andr ew Jack, Paris 


SWITZERLAND 


Go-ahead for Ebner buy-back 

Martin Ebner, the Swiss financier, has been given the go-ahead 
tor a SFr2.5bn ($l.7bn) buy-back of shares of his three biggest 
quoted investment funds. The Swiss Banking Commission yester- 
day overruled a recommendation of Switzerland's new takeover 
commission, which had argued that the buy-backs should be 
blocked because they conflicted with new takeover rut as. 

William Hall, Zurich 


PREUSSAG 

Subsidiary agrees travel deal 

Praussag, the German Industrial group, said yesterday that Its 
Hapeg-Uoyd subsidiary had agreed the acquisition from Schicke- 
danz Holding of a 20 per cent stake In Touristfc Union Interna- 
tional (Tut), Europe's biggest tour operator. The move Is the latest 
step In the consolidation of Germany's travel and tourism Indus- 
try. Hapag-Uoyd, a shipping and tourism group which already 
owns 30 per cent of Tul, will pay Schlckadanz, a privately-held 
retailing group, about DM 500m (S276m) lor the stake. 

Fred e ric k Stfldemann, Berlin 


COMPANIES & FINANCE: EURO 

DEFENCE INDUSTRY FRENCH GROUP PROPOSES 30% DIVIDEND INCREASE A S 199 7 PROFITS RISE TO FFr1.3 7 bn 

Thomson-CS F lifted by foreign 



By Robert Graham hi Paris 


Thomson-CSF, the French 
defence electronics group, 
yesterday announced a 
sharp Jump in 1997 net prof- 
its. to FFrl.37bn ($226m) 
from FFr745 m in the previ- 
ous year. 

The improvement at the 
group, still majority-owned 
by the state, was due to a 
strong increase in foreign 
sales, the fruits of internal 
reorganisation and a one-off 


gain from the disposal of its 
stake in SGS-Thomson. the 
Fran co-Italian manufacturer 
of semiconductors. 

After a tight dividend pol- 
icy for the past three years, 
it proposed a 30 per cent 
increase to FFr3.60 a share, 
from FFr2.80. 

Denis Ranque, who took 
over as chief executive in 
January, said it was too 
early to disclose details of 
the structure of the group as 
a result of the French gov- 


ernment's decision last Octo- 
ber to regroup the country’s 
defence electronics industry. 

Mr Ranque described as 
“complex" discussions with 
future partners Aerospatiale. 
Alcatel -Als thorn and Das- 
sault Industries on their 
respective managerial and 
industrial roles. 

He said the arrangements 
would be concluded as 
scheduled by June. He said 
be believed the state, whose 
stake would fall to about 45 


per cent, was not focusing 
on an exclusively “Franco- 
French" view of the defence 
industry. Thomson was con- 
sidering a second phase of a 
Europe-wide rationalisation. 

Mr Ranque noted the 1997 
accounts had left the group 
with a strong net cash posi- 
tion of FFr8. 7b n. strengthen- 
ing its band in European 
defence discussions. Having 
worked closely with the 
UK's GEC-Marconi, he said 
the latter was a “natural 


partner. But he warned no 
decisions had been taken. 

Sales in 1997 totalled 
FFr38. 5bn. up from 
FFr3S.3bn. It was the first 
time since 1990 that growth 
had not been driven by 
acquisitions. The domestic 
market, which accounts for 
almost one-third of sales, fell 
18 per cent to FFrll.lbn, but 
growth came in the non-Eu- 
ropean market - notably 
Asia - with sales rising 39.5 
per cent to FFrl727bn. End 


of year order books were at a 
record FFr72.9bn; against 
FFr672bn in 1996. 

Operating income rase 5.4 
per cent to FFr2J£bh, from 
FFr2.06bn - equivalent to 5.7 
per cent of turnover - after 
devoting FFr2 ^bn to R&D. 
Thomson-CSF recorded a 
one-off gain of FFr2-33bn 
from its SGS-Thomson stake. 
This enabled it to raise 
restructuring provisions to 
FFrl.l5bn, from EEr749m in 
1996. 


BBL advances in final year 


By Nai Buckley In Brussels 

Banque Bruxelles Lambert, 
Belgium's third-largest bank, 
reported a 145 per cent prof- 
its increase in its final year 
before being absorbed by 
ING, the Dutch hanking 
group. 

Michel Tilmant, BBL chief 
executive, insisted the $4.7bn 
takeover by ING, concluded 
In January, was the best 
option to guarantee the 
bank's future growth. The 
Dutch bank now owns 98.6 
per cent of BBL shares. 

Asked about speculation 
over BBL’s biggest Belgian 
competitor, Gdndrale de 
Banque - with which it held 
tentative merger talks last 
year - Mr Txlmant said, he 
hoped other Belgian banks 
could find suitable partners. 
Gen6rale has been left 
looking exposed after BBL’s 
takeover, and the merger of 
Kredietbank, the number 
two bank, with another Bel- 
gian h ank and insurance 
company. 

“We have done our work, 
we have done what we 
needed. The decision is 
taken, and the atmosphere is 
perfect,” Mr TUmant said. “I 
hope everyone else can 
achieve the same result" 

But he warned that all 



Mchof TUmant: Tha decision Is taken, and the atmosphere Is perfect 1 Picture: Reutas 


European banks faced 
“major structural changes’ 1 . 
He focused on the fall in 
long-term interest rates 
which was squeezing mar- 
gins. the challenge of devel- 
oping new distribution chan- 
nels, the advent of the single 
currency, and the “millen- 
nium bug" computer prob- 
lem. 

BBL's net profits jumped 
last year from BFrlO^bn to 
BFrlLSbn ($31 6m), in spite 


of a BFrlbn provision for 
loan risks in Asia, due to the 
regional financial crisis. 

Total operating revenues 
increased from BFr87.1bn to 
BFrS3.9bn. with net interest 
Income up only 1.2 per cent 
to BFi55.1bn, but non-inter- 
est income up almost 19 per 
cent at BFri&Sbn - thank^ 
to a big increase in commis- 
sions income. 

Costs increased 10.4 per 
cent to BFr5&6bn, due partly 


to investment costs linked to 
the single currency and the 
computer problem, pushing 
the cost-income ratio up 
from 60.6 per cent to 62.4 per 
cent. 

Depreciations, write-downs 
and provisions fell 7.7 per 
cent overall to BFrlZ.Tbn, 
with loan provisions falling 
from BFr4.6bn to BFr4.05bn. 
in spite of the BFrlbn provi- 
sion against Asian loan 
risks. 


Uralmash to 
acquire rival in 
share swap deal 


By John Thornhill hi Moscow 


Uralmash. Russia’s best- 
known engineering com- 
pany, is to acquire the rival 
Izhorsky plant in one of the 
most innovative financial 
transactions yet seen in the 
fast -developing region. 

The deal highlights the 
increasingly active market 
for mergers and acquisitions 
in Russia following a pro- 
posed merger between 
Yukos and Sibneft, two of 
the country's biggest oil 
companies. 

The Uralmash acquisition 
will turn it into Russia's big- 
gest engineering company 
with annual sales of more 
than $500m and an implied 
stock market value of more 
than $200m. 

The two companies make 
a wide range of machine 
tools, drilling rigs, mining 
equipment and nuclear 
industry components. 

Kakha Bendukidze, Ural- 
mash chairman, said his 
company was acquiring 
Izhorsky by means of a 


share swap. But he stressed, 
that in management terms 
the deal was a merger of 
equals. 

“Technologically Izhorsky 
is more advanced than Ural- 
mash but the company has 
been less open to investors, 
which explains why their 
market capitalisation is 
only half the market capital- 
isation of Uralmash," he 
said. 

Speaking from New York, 
Mr Bendukidze said the 
merger would enable the 
combined company to offer 
customers a broader range 
of products, cut marketing 
and development costs, and 
raise capital more easily 
abroad. 

Uralmash, based in Yeka- 
terinburg, is known as the 
“factory of Russian facto- 
ries" because of. its impor- 
tance in supplying Tnarfrme 
tools to other plants. 

Izhorsky, located in St 
Petersburg, has a reputation 
for quality products but 
ha«t r un into financial diffi- 
culties. 


Cosmote offers 
limited service 


By Kerin Hope In Athens 

Cosmote, the troubled Greek 
cellular operator, plans to 
launch the country's third 
mobile telephony network 
later this month but will be 
able to provide services to 
only 6,000 of 300,000 would-be 
subscribers. 

The launch of Cosmote’s 
DCS-1S00 network in Athens, 
Thessaloniki and Patras - 
Greece’s three biggest cities 
- was set for last December. 
It was called off at the last 
minute because the network 
was not ready. 

The company is a partner- 
ship between OTE, Greece's 
partly privatised fixed-line 
operator, and Telenor of Nor- 
way, which already has cel- 
lular networks in more than 
10 countries, including Aus- 
tria and Ireland. 

Cosmote’s managing direc- 
tor was sacked last month 
following a management 
shake-up at GTE, which 
bolds a 70 per cent stake in 
the mobile operator. Nikas 
Manasis, the new appointee, 
was poached from Panafon, 
Greece’s leading cellular 
operator, which is controlled 
by Vodafone of the UK. 

A Dr400m (Si. 4m) pre- 
Christmas marketing cam- 
paign, which offered free 


handsets and immediate ser- 
vice at rates 25 per cent 
lower than the two GSM net- 
works, attracted several 
hundred thousand applica- 
tions for subscriptions. 

“We’re in the embarrass- 
ing position of not being able 
to deliver services that we 
promised, " Mr Manasis said. 
“But we should be able to 
add subscribers fairly 
quickly from next month 
and reach about 50,000 by 
the end of the year.” 

Analysts said a lack of 
co-ordination between the 
Greek and Norwegian man- 
agers was responsible for 
Cosmote’s problems. The 
company 1s being restruc- 
tured to reflect Mr M anasis 's 
increased powers as manag- 
ing director and its business 
plan is being revised. 

“It was a question of cor- 
porate governance,” said one 
analyst. "The original struc- 
ture of the company didn't 
make allowances for the dif- 
ferences between Mediterra- 
nean and Scandinavian busi- 
ness cultures." 

Cosmote has invested 
DrlSbn to date in the DCS- 
1800 network and will spend 
a further Dr33bn on expand- 
ing its operation to cover 60 
per cent of Greece’s popula- 
tion by the end of this year. 


Last act for state-owned GAN 


By Andrew Jack in Paris 

The final chapter in the 
history of public ownership 
of GAN, the troubled French 
state-owned insurer, begins 
on Monday with the opening 
of the “data room” for com- 
panies interested in bidding 
for its core business. 

That will lead to the priva- 
tisation by this summer of 
GAN SA, containing the cen- 
tral insurance activities of 
the group, foDowing a num- 
ber of other disposals in the 
recent months triggered by a 
FFr23bn ($3.8bn) rescue 
package agreed with the 
European Commission in 
Brussels. 

Earlier this week, GAN 
confirmed that it had 
entered into exclusive nego- 
tiations for the sale of two 
significant remaining prop- 
erty-related assets. General 
Electric will acquire the 86 
per cent stake of UIS owned 
by GAN for about FFtiXSbn. 

General Electric and the 
Whitehall Fund - controlled 
by Goldman Sachs - will 
also jointly acquire UIC. the 
specialist property develop- 
ment lender, which triggered 
the bulk of GAN's accumu- 
lated losses of nearly 
FFr-iObn between 1991 and 
1996. 

Coming after the sale of 
other property assets in the 
last few months - notably 
including most of the build- 


ings in its Bati credit division 
- the deals bring to a conclu- 
sion the most painful diver- 
sifications of the group from 
the late 1960s. 

Meanwhile, the French 
state's privatisation commis- 
sion is preparing to examine 
the five competitor bids 
made for CIC, the regional 
banking group controlled by 
GAN, which previously 
directly owned UIC. The win- 
ner should be announced by 


GAN's Belgian division and 
- at the start of this year - 
GAN Life, of the UK. These 
transactions have helped to 
reduce the scale of the 
group's International activi- 
ties, cutting revenues from 
business outside France 
down by 38 per cent from its 
level at the end of 1996. 

However, with no further 
such sales planned ahead of 
the privatisation of GAN SA, 
that theoretically leaves the 


The French group’s central insurance 
activities will be privatised by the 
summer, following other disposals 
triggered by a FFr23bn rescue package 
agreed with the European Commission’ 


the start of April. 

After a false start in late 
1996, which led to the priva- 
tisation of CIC being called 
off with only one candidate 
still in the running, interest 
has been much stronger this 
year. Officials are hopeful of 
realising a price much 
nearer the FFrl5bn at which 
the investment is recorded 
in GAN's accounts. 

That leaves GAN's core 
insurance activities. A num- 
ber of businesses have 
already been sold: CTR, its 
reinsurance subsidiary. 


onus on the buyer to meet 
the remaining 12 per cent 
reduction in international 
sales demanded by Brussels 
as part of the French state’s 
rescue plan. The purchaser 
will also have to factor in 
the cost of guarantees pro- 
vided by GAN SA to Life 
Assurance Holding Corpora- 
tion, the buyer of GAN Life 
of the UK. to cover pensions 
mis-selling. These could 
amount to £200m ($33 im), 
according to some estimates. 

By the time the data roam 
closes on April 17. the candi- 


dates should at least know 
the price at which the major- 
ity stake In CIC has been 
sold, which will dete rmin e 
the value of the 20 per cent 
of the bank which GAN will 
continue to own. 

The identity of the pur- 
chaser of CIC will provide 
equally si gnificant informa- 
tion for GAN SA’s potential 
new owner, since the bank is 
in theory obliged to main- 
tain sales in its branches of 
GAN’s life assurance' prod- 
ucts for eight years and non- 
life products for 10 years. 

These uncertainties, cou- 
pled with the sensitivities in 
restructuring GAN's existing 
operations, may explain why 
interest has been muted. 
There has been significant 
recent restructuring in the 
European insurance sector - 
including the takeover of 
UAP of France by its rival 
Axa, and last month's 
merger of Commercial Union 
and General Accident in the 
UK. 

But much has been con- 
centrated in domestic mar- 
kets. Just three candidates 
have made themselves 
known for GAN SA: Grou- 
pama, Eureko and Swiss 
Life. 

As a result. Bob Yates, 
analyst at Fox-Pitt Kelton, 
suggests the offer price is 
likely to be lower than ear- 
tier expectations, at perhaps 
FFrl5bn. 


CFA charterholders know it's 
not only a good idea - it's 
good business. 


Ethics 



Over 24,000 Investment professionals from 63 countries have something very important in 
common. They have earned the right to use the CFA” designation — Chartered Financial 
f_ Analyst They adhere to a rigid code of conduct that promotes the integrity of the investment 
Industry worldwide. And that makes good business sense. Because trust and high ethical 
standards' are the foundation of an open marketplace — here and abroad. 

A universal symbol for high professional standards and principles, the CFA charter is sponsored by the 
Association for Investment Management and Research. AIMR also offers an array of other professional 
development programs designed to maintain high standards for CIA charterholders, their employers and 
thetr dients- 

For more toformatioa and a free brochure, call 1-804-963-6825. 

Or visit our Web site at www-aimr.org. 


SITTING A KlOWnt STANDARD 


BSH surges 71% to DM 1 90m 


By Peter Marsh 


Bosch-Siemens Hausger&te 
of Germany, the world's fifth 
biggest maker of white 
goods, has announced expan- 
sion projects in the US, 
China and Russia as part of 
its plan to increase sales by 
50 per cent by early next 
decade. 

The company also said net 
income last year rose more 
than 71 per cent to above 
DMl9i)m ($l05m), a record. 
“We are very happy with our 
performance.” said Herbert 
Warner, chairman. The com- 
pany, which next month is 
changing its name to BSH. is 
owned jointly by Robert 
Bosch and Siemens, two of 
Germany’s biggest engineer- 
ing companies. 

BSH's plan to Increase last 
year's sales of DM9.6bn 
comes as two of its biggest 
rivals in domestic appliances 
- Electrolux of Sweden and 
Whirlpool or the US - 
acre retrenching as a result 
of weak demand in Europe 
and economic problems in 
south-east Asia and South 
America, 

In Europe. BSH claims to 
have the biggest share of the 



Hafbart Wfirner: Vary happy' with the group’s performance 


- nearly 20 per cent - with 
Electrolux close behind. It is 
Europe's second biggest 
maker of these products 
after the Swedish company. 

BSH is planning to duuble 
its proportion Of sales from 
outside Europe, to about 20 
per cent by around 2003. 

Revenues from Germany, 
its biggest market, will 


42 per cent to just under a 
third. 

The plans for expansion 
include a DM60m cooker 
plant near Moscow, the first 
phase of which opens next 
month. BSH will also double 
production from its factory 
in Lodz. Poland, which will 
make 400.000 washing 
machines a year by around 


em Europe including Russia, 
now at DM500m, are expec- 
ted to double in five years. 

BSH also wants to quadru- 
ple output from its plant In 
New Bern, US, to 400,000 
appliances a year by 1999. 
The factory makes dish 
washers, and could be 
extended to washing 
machines. 

In China, where BSH had 
sales last year of DMISOm 
through three Joint ventures, 
the company wants to reach 
DMSOOm a year by 2000. It is 
expanding its sales force in 
the country from 400 to 
1 , 000 . 

ft is considering its first 
factories in India and the 
UK. In Britain, annual sales 
have doubled to £100m 
(Si 65m) in the past five 
years. 

BSH’s global sales last 
year rose 9 per cart from 
DMs.Sbn in 1996. Full figures 
for 1997 will be released in 
May. 

Last year BSH's revenues 
from the European region, 
including the middle east 
but excluding Germany, rose 
20 per cent to DM4bn. with 
particularly strong perfor- 
mances in the UK, Spain and 
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COMPAN IES AND FINANCE: UK 

— WARNING THAT CONDITIONS WILL REMAIN DIFFICULT UNTIL TOE SECOND HALF. 

BICC £30m in the red 


ByAntkew EdgecHfe-Johnsoa 

Shares in BICC dropped 5Vi 
per cent yesterday as the 
cables and construction 
groap cut its dividend by 
more than a third after 
announcing a plunge into 
the red. 

It warned that trading con- 
ditions in its European cable 
operations will remain tough 
until the' second half of this 
year, prompting analysts to 
reduce profit forecasts by 
about a tenth. 

Some analysts bad expec- 
ted the dividend cut - from 
12.4p to 8p - but the shares, 
which were the worst per- 
formers in the electronic 
equipment sector last year, 
fell by 8p to 146&p 7 200p 
below their peak in 1996. 

BICC said the loss was 


after provisions of £i-jOm 
($233.8m) for rationalising its 
European energy cables 
business. 

The provisions, first 
announced last month, 
knocked BICC from a £64m 
pre-tax profit to a £30m loss. 
Even before exceptionals, 
profits were 15 per cent 
lower at £110m. 

Alan Jones, chief execu- 
tive,' announced a sweeping 
restructuring of its Euro- 
pean energy cables business 
last month, at a cost of 2.000 
job cuts and staff transfers. 
That market offered “little 
possibility of acceptable prof- 
its or growth,’* because of 
oversupply and price wars, 
he said. 

The group has cut £45m 
from its energy cables cost 
base through merging its 


German activities with NKF, 
the Dutch cable group, and 
halving the pair’s combined 
capacity. It also disposed of 
construction cables and bnfit 
up utility cables through 
agreements with Delta last 
month. 

Mr Jooes added yesterday 
that the benefits would not 
show through until later this 
year. “We expect the first 
half of the year will continue 
to be challenging for oui 
cable operations but in the 
latter part of the year we 
anticipate seeing evidence of 
the results of the action we 
have taken,'* he said. 

Turmoil in some Asian 
markets would also delay 
BICCs investment plans for 
the region by nine months, 
he said,, but investment 
in new technology elsewhere 


would continue. 

The group was able to 
report a turoround in the 
fortunes of Balfour Beatty, 
the construction division 
which accounts for half of 
group sales. Construction 
profits rose from £10m to 
£42m. as margins improved 
in the recovering UK budd- 
ing market 

Mr Jones said it would 
also benefit from grouping 
all its main projects under 
one organisation. 

Balfour Beatty is negotia- 
ting for two Private Finance 
Initiative hospital projects 
which would bring its PFI-re- 
lated turnover to £470m- 

Mr Jones said: “BICC is 
not the beast it was. We are 
capable of moving forward 
and enhancing shareholder 
value.” 
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BA to expand its range of 
personal finance services 


By Christopher Brown-tomes 
and Afison Smith 


The world's favourite’ airline 
wants to be the world's 
favourite personal finance 
provider. 

British Airways is aiming 
“to become as successful in 
global financial services as 
we are in world travel". 

It states its intention in an 
advertisement to -recruit 
marketing executives in 
insurance and financial ser- 
vices. . 

The airline Wants to 
improve and expand its 
financial services in travel 
insurance, foreign currency 


and credit cards, as well as 
bring than under one roof. 

BA. which carries 38m pas- 
sengers' a -year, aims to 
exploit its brand, upmarket 
customer base and Air Miles 
loyalty scheme to offer a 
broader range of financial 
services. Initially, it will tar- 
get its 600.000 UK Executive 
Club members. 

“We have a big customer 
base and it is natural that 
we should want to offer 
them a more rounded service 
than we do now.” the airline 
said: 

It declined to say which 
products it would offer, but 
is consulting customers 


about their requirements. 

BA’s move is bound to 
prompt comparisons with 
Richard Branson’s Virgin 
group which has an airline 
and offers a range of finan- 
cial services, tn c i ndfrnp per- 
sonal equity plans, pensions 
and a bank account 

BA said it had no plans to 
set up a bank. It is one of 
several entering the UK’s 
personal financial services 
market They include Marks 
and Spencer. Shell, BT and 
BMW. the German car- 
maker. UK supermarkets 
have already moved into 
financial services and utili- 
ties are starting to follow. 


Agreed US bid for Faber 


By Susanna Voyte 


Harsco, the US industrial 
services group, yesterday 
launched a.£57.3m ($95.7m) 
agreed cash offer. for Faber 
Prest, the UK steel products 
distributor. . 

- The US company, which 
has' been on the acq u is i tion 
trail since it started to refo- 
cus on services four years 
ago, said it would be looking 
for further deals ' to 
strengthen its position to ttie 
steel services sector. 

The 500p a share offer,, 
made through Harsco’s UK 
Steel services subsidiary. 
Heckett MultiServ, values 
Faber Prest at 12.3 times 


earnings and assumes the 
exercise of all outstanding 
- options. It represents a pre- 
mium of 110.5 per cent to the 
closing price of Faber Prest 
shares on November 5. the 
day before the company 
announced it was in take- 
over talks. Ihe shares rose 
3l%p yesterday to 494p. 

Geoffrey Butler, president 
of Heckett MultiServ, said 
the two companies were 
complementary. He would be 
looking for cost cuts through 
efficiency and organisational 
improvements. However, he 
did net foresee any job cuts. 

Mr Butler said the merged 
company would be left in a 
strong position. “Contracts 


are more capital-demanding 
than they used to be and 
there is a relative critical 
mass, that you need to get 
the synergies and the cost 
benefits to keep competi- 
tive.** 

Harsco - which was 
advised by Lazard Brothers 
- is offering 500p a share or 
a loan note alternative. 
When the offer becomes 
wholly unconditional it win 
pay an interim dividend erf 
8u5p a share. Faber Prest 
was advised by NatWest 
Markets. 

Faber Prest reported pre- 
tax profits of £?-3zn on turn- 
over of £84m tor the year to 
September 30. 


Retailers 
warn of 
trading 
slowdown 

By Peggy HolEnger 


Three retailers yesterday 
issued severely disappoint- 
ing trading statements, sig- 
nalling an abrupt downturn 
in consumer confidence and 
a possible end to the mini- 
boom in sales of furniture 
and carpets. 

DFS. the furniture retailer, 
MFI, which sells kitchens 
anrf bathrooms, and Carpe- 
tright all warned that sales 
in late January and Febru- 
ary had slowed substan- 
tially. 

The retail sector fell back 
on the statements, with MFI 
showing the largest decline 
at 23 per cent. Its shares 
closed 30p down at 98p. 
while DFS fell by 21 per 
cent, or 124p. to 463'Ap and 
Carpetright finished 74p 
lower at 42?Ap. 

Shares in other retailers 
were also hit, amid fears the 
slowdown could be more 
widespread. 

None of the three could 
offer a definitive explanation 
for the slowdown, although 
each said that five succes- 
sive increases in interest 
rates bad hit consumer con- 
fidence. 

Analysts cut profit expec- 
tations for the three. MFI 
was cut from about £80xn to 
some £60m, DFS from £45m 
to £39m, and Carpetright 
from £36m to about £S3m. 



It is doubtful that the likes of 
MFI, Carpetright and DFS 
featured in yesterday's Bank 
of . England Monetary Policy 
Committee discussions. Per- 
haps they should have. Econ- 
omists continue to believe 
the consumer is in robust 
spirits, but the message from 
the high street is different 
Leave aside company specific 
factors a nd the general mes- 
sage from the raft of profit- 
warnings Is that consumer 
spending is slowing. When 
this translates into lower 
interest rates, these stocks 
will look more attractive. 

Short term, though, the force 

of tough comparative figures from 1997 will probably 
obscure the good news. With the retail sector such a ragbag, 
it is dangerous to extrapolate from a narrow, and small, 
sample. 

The likes of Boots and Marks and Spencer are unlikely to 
be experiencing *frp wnw pain Indeed, tnagranrh as inves- 
tors feel any need to hold retail shares, quality stocks should 
benefit. More likely, they will take refUge in safer sectors 
like banks. Of course, in a fair world, interest rates would 
frtll in tandem with slowing demand and help retail stocks. 
After all, strong demand a nd rising rates is what did for the 
sector in 1997. But until the MPC delivers on lower interest 
rates there will be no justice. 

Psion 

It is best to tread softly around giants. But what happens 
when you still get in the way? Psion wants to avoid head-to- 
bead competition with Microsoft It may not be afforded that 
luxury. Psion’s palmtop computers have traditionally out- 
sold products based on Microsoft’s Windows CE software. 
Whether that continues depends more on Microsoft than on 
Psion. Microsoft’s technology may not be as highly 
acclaimed as Psion’s, but it will improve, and Microsoft’s 
marketing might will do the rest. Just ask Apple. 

Psion hopes Microsoft will eventually shift its new soft- 
ware into larger boxes. Maybe, but it would be dangerous to 
count on it. Meanwhile Psion faces other problems. Products 
like SCom’s Palm Pilot are sowing confosion in consumers’ 
minds. Psion fans say these are wrinkles. The promised land 
is the income Psion can earn from licensing its technology 
to mobile phone manufacturers to create smart phones. If 
the HVgs of Ericsson are too nervous to get into bed with 
Microsoft, Psion will be in clover. It is a big if! 


Psion drops as 
competition bites 


By Christopher Price 


Shares In Psion plunged by 
more than a fifth yesterday 
after the hand-held computer 
maker unveiled a 29 per cent 
fall in annual pre-tax profits 
and cautioned on the con- 
tinuing effect of the strong 
pound and growing competi- 
tion. 

The company, which had 
forecast the decline with its 
half-year results in Septem- 
ber, saw its shares fall from. 
419%? to 328p after yester- 
day's warning of tough trad- 
ing conditions. 


Pre-tax profits fell from 
£16m to £U.4m (SI 9m). and 
were struck on sales 14 per 
cent higher at £142m. The 
rampart v said the high level 

of sterling had reduced prof- 
its by £6m and turnover by 

ei 2m 

David Potter, chairman, 
also blamed the “uncer- 
tainty” in the hand-held 
computer market on tbe 
adoption of the Microsoft 
Windows CE operating sys- 
tem by rival manufacturers. 
He said the arrival of so 
many new rival products 
had increased competition. 


. Recommended Cash Offer by 

Lazard Brothers & Co., Limited 

on behalf of 

Heckett MultiServ Investment Limited 

a wholly owned subsidiary of 

Harsco Corporation 

to acquire all of the Issued and to be issued share capital of 

Faber Prest Pic 

Lazard Brother* S Co, Limited -fUzard Brothers-) announces on bebalfof Heckett MultiSeiy 
inunsmwnt Limited (Heckett MultiServ") that, by means of a formal offer document dated 
5 March, 1998 (ttie ■Oder Document*). Lazard Brothers has madaan offer (Jte 
rfTtedmttMuHBerv to aH of the issued and to be issued share capital of Faber Prest Pte 

{-Faber Presf) and the Offer is made on the following basis: 

for each Faber Prest Share 500p in cash 

In addition and subject to the Offer becoming or being declared wholly un c° nc ^tk)rraLf^^ 
Shareholders onflte register fourteen days after the Offer t>ecocnes or® dodarad vtfKjfly 
wffl racetvean interim dividend of 8.5p (net) per Faber Pre& Share. The Offer 
S^SStesued^re capital of Faber Prest at approximately ES5.9 mfflr on. Assu ring Jte 
Serdsafe S?o?a* outsorting options, the Offer values Faber Prest at approxrmateiy £575 

m®on. 


^ «hirh thav would otherwise have been entitled under the Offer on the basis of £1 nominal of 

nncument have the same meanings in this advertisement 

Of, ttieUnfied State®, United States, Canada. 

beaccepadUyMysu* ^ ^ ^ registered under the US 

Japan or Australia. The Ua "2S^J[^ s i fios ^ been taken to qualify the Loan Notes for 
Sias. Art 1933. pSs in relation to the 

distribution in Japan or any w mastered by the Australian Securities 

Comnssswn. This acfeertlsanient Is readme this advertisement finduding 

United Staw , Canate . writerwse distribute or send this 

‘arsfodtens, non,k1 ^ ^ ^ofAcceptenro or any Teteteddocumanls in, mto or 

"* 

purported acceptances of ^ ^ x ig98 (or such later time<s) 

The tWfer wffl l» fotteretes of the Code, may^ decide). ^7be^ Offer a 

andtor date(s) as aB arsons to whom the Offer Document mayrxX be 

py means pr^ajed fo have aftotted or issued to them. Faber Profit Shares. 

daspatchad who 5 ttoOffer Document and Forms of Acceptencaare 

: Such persons are ^formed , ga^and pic. Registrar’s Departmwn. New Issues 

available for coBechon 4**rt!B«Knster. Bristol, BS99 1X2. 

Section, PO Box 859. Consort ^ ou “* MlrtSew and has been approved by UzanJ 

TWaadvedisenwitispi^Wiedcnbrfi^^ Kingdom by The Securities and Futures Author^ 

ts «£.. -i h—i ^ ei hi 

with the fads and does 

'rjssMT- -asKs- — 


5 March, 1998 


GENERAL PROCUREMENT NOTICE 


PROCUREMENT OF THE GOODS AND SERVICES 
UNDER JAPANESE GRANT AID '97 
FOR ECONOMIC STRUCTURAL ADJUSTMENT OF 
THE SOCIALIST REPUBLIC OF VIETNAM 

The Government of the Socialist Republic of Vietnam has received a Grant Aid 25 billion 
Japanese Yen from the Government of Japan to purchase the Goods and services incidental to 
such Goods for public organizations and private sector companies of the Socialist Republic of 
Vietnam. 

Categories of die Goods are: 

□ Fertilizer fiJrea) ONon-Ferrous Metals (Aluminum ingots) □Petroleum Asphalts 

□ Chemical Materials (Caustic soda solid. Soda ash light. Soda ash dense, DOP) 

□ Plastic Materials and Artifiaal Retins (EVA, FVC Retin, PP, LDPE, LLDPE, HDPE) 

□ Papers and Paperboards (Kraft liner Board, Duplex Board, Coated Pape& Woodfree 
Paper. Bristol Board and etc.) □Tires for light trucks, trucks & bases 

Eligible source countries are all countries and areas except tbe Socialist Republic of Vietnam. 
Firms or companies who are interested in supplying the Goo ds as mentioned above should 
submit to JAPAN INTERNATIONAL COOPERATION 


SYSTEM (J1CS) the following informs- 
; firms or companies, however, are lim- 
their branch offices or agents in both the Socialist Republic of Vietnam 


don in written English as soon as possible. The eligible firms or companies, however, are lim- 
ited to those who have ‘ 


and Japan. 

(1 ) Name and address of firms or companies 

(2) Namefs) of person(s) in charge 

(3) Telephone and facsimile number 

Tbe information is received BY FACSIMILE ONLY. By return, JICS would send REGISTRA- 
TION FORM by facsimile, which is to be filled and sent back with required documents (eg. 
annual report) by registered mail, inter national courier service, and etc. Only firms or compa- 
nies who nave submitted the REGISTRATION FORM prior to a pre-qualification CP/Q) will be 
registered and P/Q will be made on only those firms or companies. P/Q f or eac h procurement 
will be held one by one in accordance with the contents of submitted REGISTRATION FORM 
and will commence after three (3) weeks from this publication as soon as all the necessary 
preparation is ready. Criteria of P/Q shall be determined by each procureme n t which shall 
depend on each procurement conditions such as its nature, scale, etc 

It should be noted, however, that JICS is not committed to invite ALL firms or companies 
expressing interest after receiving the above mentioned form. Tender Invitations wfll be issued 
to the pie-qualified firms or companies at a later date. You also can see die same General 
Procurement Notice in our Home page, URLdtttp// www.jics.or.jp.un til 13th March 1998. 

Attention: Mr. Eishi AOKL Project Manager 
Procurement Office for Non-Project Grant Aid, 

Grant Aid Management Dept, 

JAPAN INTERNATIONAL COOPERATION SYSTEM 
5th floor, Shinjuku Sanshin Bldg.. 

4-9, Yovogi 2-chome, Shibuya-ku, Tokyo 151-0053, JAPAN 
TEL: -3-5352-5981 through 5987 FAX: 81-3-5352-5994 


Advance Bank 
Australia Limited 

USS150.000.000 
Floating Rate Notes 2006 

The notes mil] bear interest 
at 6.4 375% per annum for 
the interest period from 
5 March 1998 to 5 June S9R 
Interest payable value 
5 June 1998 wiU amount to 
L&SI64J}! per USS 10,000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 

LUF2JHW.W0.WW 
" ■ ■ ‘ " 17.2007 


1) 

Notice to Bondholders 

TTia e to inform w>u. that due » a porting error. *8 first caoon amount at. 
t he LUf 250.000 denomrationpegblB on September i; 19§a shodd be 
read LUF 11750 nstaati Of LUF 2.75Q. 

Neither the Cojxro nor the Bonds w4 be replaced or osf stamped. 

jjps Banque GfiNERALE 
du Luxembourg 
fiscdandPrindpajftyirqABBm 


Hays 

Excellent 

growth. 

Encouraging 

prospects. 


Results for the six months to 
31 December 1997 

The half year has seen strong growth, with an 
increase in Group profit before tax and exceptional 
items of 29% to £9Z2 million. Each of the three core 
activities performed well and increased its profits 
substantially. 

In line with the Board’s policy of providing 
shareholders with consistent dividend growth, the 
interim dividend is being increased by 15% to 3.45p. 
and will be paid on 29 May 1998 to shareholders on 
the register on I May 1 998. 

Major Developments 

A number of significant strategic acquisitions have 
been made - most notably, to strengthen our position 
in Logistics in Continental Europe, and to expand our 
range of office support services into two fast-growing 
markets for outsourcing. 

Important acquisitions included the European 
logistics businesses of Mayne Nickless - FDS tn France 
and Van der Heijden in Holland. In Commercial, the 
purchase of Paperstream and Data Entry International 
marked a further substantial addition to the range of 
business process services available from Hays. 

Prospects 

The growth in outsourcing and the strengthening 
Continental economies provide an encouraging 
climate for further expansion. We continue to pursue 
policies designed to produce significantly above 
average annual increases in earnings per share while 
maintaining Hays’ quality of earnings. 


DISTRIBUTION 


Sales up 41% 
to £388.4m. 
Operating 
profit up 23% 
to £36.3m. 


COMMERCIAL 




Sales up 1 8% 
to £ 1 22. i m. 
Operating 
profit up 2 1 % 
to £28.7m. 




Sales up 37% 
to £224.4m. 
Operating 
profit up 41% 
to £32. 1 m. 


FINANCIAL HIGHLIGHTS 

(Unaudited) FORTHE 6 MONTHS ENDED 31 DECEMBER 1997 


1996 1997 ^Change 


Profit before tax* 

£7 1. 7m 

£9L2m 

+29 

Earnings per ordinary share* 

lllp 

ISAp 

+27 

Interim dividend per share 

3.0p 

3.45p 

+15 

' Won wctpOsml 




For your copy of the interim statement for 1997, 


please write m David Betid ey. 

Hays pfc.Hajrs House. Mffimead. GuBdfanLSum^C^SH). 

1teadnraonmlMlM»e9B^t 7 DriBtea%«K^nit»wiudiMnd»an7 
tfeiteholnml CInr i w dAa auH anoaEr^wdaiidVyyefc 
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Dalgety in 
talks to sell 


Power houses start to generate investor doubt 

Virginia Marsh finds out why PowerGen and National Power are losing some of their shareholders’ support 


supplies side 


By Maggie Urry 


Dalgety Is in talks to sell its 
agricultural supplies divi- 
sion to a management 
buy-out, a move which 
would leave the former foods 
and agribusiness group with 
only one activity - pig 
breeding. 

It would also further boost 
the credibility of Ken Hanna, 
the group's chief executive 
since last September. Since 
taking office and putting 
some of Dalgety’s businesses 
up for sale, he has agreed 
disposals of three divisions - 
petfoods, food Ingredients 
and distribution - for a total 
£l.04bn ($i.73bn). net of tax 
and expenses. The group 
alma to return £650m of the 
proceeds to shareholders. 

Paul Kirk, chief executive 
of the agricultural supplies 
division and a main board 
director of Dalgety. is under- 
stood to have been granted 
an exclusive negotiating 
period while he puts a bid 
together. Analysts estimate 
the division could be worth 
£50m, plus working capital. 

While the complete dis- 
memberment of the group 


had been expected eventu- 
ally. a possible sale of the 
agriculture division so soon 
will come as a surprise. 

The division has suffered a 
sharp fall in profits as it has 
been hit by the BSE crisis 
and the plunge in incomes of 
farmers. It has annual sales 
of about £lbn. and made an 
operating profit of £22.8m in 
1995-96, but a loss the follow- 
ing year of £200,000. In the 
first half of the current year 
it made a Elm profit, and 
further recovery is expected. 

However, analysts do not 
expect profits to recover to 
former levels. The group 
wrote down the value of the 
division from £L20m to £60m 
when it announced half-year 
results in February. 

If the Dalgety sale goes 
through. It would leave the 
group with the Pig Improve- 
ment Company, a genetics 
business, as its only activity. 
This made an operating 
profit of £25.4m in the last 
financial year. Dalgety has 
raised speculation that this 
too could be for sale by high- 
lighting the value put on 
similar companies in North 
America. 


T he share prices of 
National Power and 
PowerGen fell further 
yesterday as the market 
digested the idea that the 
best may be over for the 
UK’s two largest generators, 
at least in terms of UK gen- 
eration. 

Shares in both companies 
lost more than 5 per cent as 
the implications or Tues- 
day's profits warning from 
National Power began to 
sink in. National Power fell 
32p to 555p, down from 694p 
in late January, while shares 
in its smaller rival. Power- 
Gen, lost 43p to 766p. com- 
pared with 893p six weeks 
ago. 

The immediate cause for 
concern is Tuesday's revela- 
tion by National Power that 
it will achieve much lower 
margins than expected from 
next year on the sale of most 
of its electricity to the 
regional electricity compa- 
nies. 

Previously many in the 
industry thought the genera- 
tors would only have to 
reduce prices to the recs by 
as much as they would save 
on cheaper coal. Instead, 
National Power has had to 
lower its prices to the recs 
for domestic customers by 13 
per cent in real terms, or by 
about £230m - far more than 
expected. It will recoup 


How the generators compare 
Operating pmftt (Em) 


Stare prices relative Id the 

FTSE All-Share 
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Electricity wholesale market stwes 
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Vickers 
chairman 
hits back 
over Rolls 


By Roger Taylor 
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about £ 100 m from buying 
cheaper coal, but the 
remaining £130m will come 
off next year’s bottom line. 

The five-year contracts, 
which end this month, com- 
mitted the generators to buy- 
ing coal at high prices, as a 
way of facilitating the priva- 
tisation of British Coal. 

National Power will take 
an especially big hit as some 
75 per cent of its output, 
about 60TWh this year, is 
sold via the coal-backed con- 
tracts. Only about 55 per 
cent of PowerGen 's output of 
about 55TWh comes from 
such contracts but analysts 
have reduced their profit 
forecasts for both. 
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Earnings ahown basic. Dividends shown net Figure In brackets are for corresponding period. A-Compaatives restated. *After ex c epti on al charge. V After exceptional 
credit fOn Increased capital, frorekyi income (fividend. * Comparadres tor year to March 29. * Second totenm. <J>Aim stock. §Second interim: mrtes 6.5p to date. 



NOTICE OF EARLY REDEMPTION 
ABBEY NATIONAL TREASURY SERVICES pic 
(die "Issuer") 

ITAUEN URE 200.000,000.000 850 per cent 


Callable Notes due 2000 


Unconditionally and irrevocably guaranteed by 
Abbey National pic 


(the "Notes") 


In accordance vwto Condoon 9 (d> of ihe Terms and Condiions of ihe 
Notes, nonce is hereby given that the Issuer wifl redeem, on the first 
Interest Payment Dere 0th April. 199ft ail at the wjuaanciing Notes lie. ITL 
200,000.000.0001. Notes writ be redeemed at their pmcpaT amount 
together with accrued interest to 6th Apri. 1998 
Payment of principal and interest vnl be made agansl presentation and 


rayment oi principal and interest wi» be made aganst presentation and 
surrender of the Nones and all unmatured Coupons appertaining thereto at 
the specified office of any of the Paying Agents ksted below, if any Note is 


thereto, the fun amount of any sum iressstg Coupon wdf be deducted from 
the pnridpal amwn duo for payment Any amort of principal so deducted 
wil be paid r the manner mentioned above agarst surender of the 
relative missing Coupon. 


Notes end Coupons will become vad unless presented for payment wthn 
a period of ten years for Notes and five years lor Coupons from the 
Relevant Date relating thereto las defined m Condition 12). 


Interest will cease to accrue on the Notes x horn 6th April. 1996. 


PRINCIPAL FAYING AGENT- 


Bangui Generate du Luxembourg SA 
50 Avenue J.F. Kennedy 
1-2951 Luxemburg 


PAYING AGENTS 


Banque Generate du Luxembourg 
(Sussel SA 


RBrtnweg57 
0+8023 Zurich 


Morgan Guaranty Trust Company 
Cil NewlOrk 

GOVicotna Embankment 
Lcndon ECJY 0JP 


LOFTS IN 

CYBERSPACE 


MANHATTAN 10FT CORPORATION 


WEBSITE 


hnp://www.manloft.co.uk 


The Law Dcbcniurc Trust Ccupcr ahon o I c 
Punces Hcuso 
35 Gresham Street 
Lcndon EC2V 7LN 


MEDIOBANCA 


B *NCA Dl CREEHTU FIN VN71ASUO SpA 
HEAD OFTH.T. VIA FILODRAMMATItl 10. MILAN. ITALY 
PAID- IT SII'.RE C YPiTYL LIT 47i. BILLION. RESERVES LIT .»_» XJ BILLION 



INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 

LUF2.OOCLOOO.DOO 

*50 per cent Bondi doc September 17, 2007 
(1SIN Number XSOW86J2501) 


Notice to Bondholders 


The is to inform you. that due to a pnmmg error the first couoon amount cl 
the UJF 250.000 denonvnanon payable on September 17 lagathouldbo 
read LUF 13.750 nsjwd of LUF 2.750. 

Neither the Ccwms na the Bonds wfl be replaced or overeramped. 


© Banque G6n£rale 
du Luxembourg 

Fiscal and Principal Payng Agent 


Notice of Extraordinary General Meeting 
Notice is hereby given dut an Extraordinary General Meeting 
of Mediobanca will be held ar the Bank's Head Office in Via 
Filodrammaric] ID, Milan. Italy, ar in.nu .i.m. on 2Xth March 
199S in die first instance, sir. if required to be adjourned, at 
die same rime and place on 3*» March I'WS, to transact die 
foDon'ing business: 

.-hffJ.vriry ie be irra to the Bn'jr.i of Dtmiorj tin Jot .inn Jr 244.* of 
the Italian Civil Code to tm tease ihe Bonlt’: share tapi tal by up to 
Lit. ’.iff hlhoit. with Annie 4 of the Articles of Asm uttiou to he 
amended .xcordingly 

Under Article S of MedioKinca’s Articles of Association, 
shareholders who have at least five days pnor io 2Kth March 
1 998 lodged rhrir shares at the Company's Head Office or .it 
any Branch Office of Banc a Coinmerciale Italian,!. Banc.i di 
Roma. Credito ItaUano or ar Monte Tuob S.p A. tin the case 
of share?, managed by it) shall be entitled to attend the meeting 
on presentation of an admission ticket. 

p.p. the board of Directors 
die Managing Director 


Lehmans Brothers 
Holdings PLC 

ITL 150.000.000.000 
Floating Rale Notes due 2001 


NOTICE IS HEREBY GIVEN that for the [most Penal 5th March. 
1998 in 5ih June. 1998 the Rate of Interest has been Used at 
630Q7S*> per annum. The imenrq accruing for such three month 
period will be ITL SO J5 IO per ITL 5.000.000 Note and TTL 805.100 
per UL 50.000.000 Note again si pracniaiion of coupon No. 6. 

The First National 
Bank of Chicago 

Agent Bank 


The FT can help you reach 
additional business readers m 
Fiance. Our link with tbe French 
business newspaper. Les Echos. 

1 Sites you a unique reciuinncw 
advertising opportunity io 
capit.il i«- on ihe FTs European 
leadership and to further uuget 
Ihe French business world. 
For infonnaiion on ntes and 
further details please iclcf&cnc. 

Tol^ Findcn-Crofk* on 
+J4 171 873 4027 


Advance Bank 
Australia Limited 


U5S150.DOO.OUU 
Floating Rate Notes 2005 


The nates writ bear interest 
at 6. 4375'*, per annum for 
the interest period from 
5 March 1998 to 5 June 199S. 
Interest payable t'alue 
5 June EXPi trill amount to 
VSSK4.5I per VSStO.000 ante. 


Agent: Morgan Guaranty 
Trust Company 


JP Morgan 


PowerGen was yesterday 
distancing itself from 
National Power's statement. 
It would only say it would be 
less affected as it had devel- 
oped “partnerships" with 
recs. offering them new 
products to help them cope 
with competition. It had also 
set up a gas wholesaling 
business, se lling and supply- 
ing gas to the recs. 

What is clear, however, is 
that competition is begin- 
ning to take its toll on tbe 
generators. National Power 
has had to accept lower 
prices from the recs because 
the Tecs themselves are fac- 
ing competition on electric- 
ity supply from tbe likes of 


Centrica, part of the former 
British Gas. 

The other looming prob- 
lem for National Power and 
PowerGen is that more than 
5.000MW of new capacity is 
set to come onstream in the 
□ext two years, with plan- 
ning consent granted for a 
further 8.000MW. 

National Power's response 
to the expected fall In UR 
earnings has been to ramp 
up investment in overseas 
ventures. To date it has 
invested about £l.2bn but 
now says it will spend £600m 
a year abroad, double its ini- 
tial targets. 

However, some are con- 
cerned that, with pressure to 


compensate for the UK diffi- 
culties, it may become less 
discriminating. Its finances 
will also be stretched in the 
short-term before invest- 
ments start to pay back. 

PowerGen has a more 
modest international portfo- 
lio with about £7Q0m com- 
mitted. However, it has 
made no secret of its desire 
to mak e a large acquisition. 
In particular, it hopes it can 
persuade the UK authorities 
to allow it to buy a rec. 

One analyst said yester- 
day: “At least after Tuesday 
we know where we are with 
National Power. All one can 
say about PowerGen is that 
it is in denial.’* 


Lonrho in tax dispute 


By Andrew Edgecfiffe-Johnson 


Lonrho. the conglomerate 
which is restructuring to 
become a mining group, is in 
dispute with the UK tax 
authorities over its planned 
demerger of Lonrho Africa, 
that could result in unex- 
pected tax bills for the group 
and its shareholders. 

Tbe demerger was critic- 
ised yesterday by Tiny Row- 
land, Lonrho’s former chief 
executive who assembled 
many of Lonrho Africa's 
businesses over 30 years. 

He said the listing was 
badly timed, that Lonrho 
Africa had not brought in 
significant new business in 
the past three years, and 
that the board had inade- 
quate political contacts. 


Mark Newman. Lonrho 
Africa's chief executive, said: 
“Life has moved on and Lon- 
rho Africa is a much 
changed beast. We have 
turned an amorphous mass 
of disparate operations 
into a highly focused opera- 
tion.’’ 

The Inland Revenue has 
told Lonrho it believes the 
demerger should be treated 
as an income distribution. 
Shareholders would then be 
taxed as if they had received 
a cash dividend equal to the 
value of their Lonrho Africa 
shares, and would leave Lon- 
rho with “a substantial lia- 
bility to account for advance 
corporation tax." 

Lonrho said it had 
received unequivocal legal 
advice “that the inland Rev- 


enue's position is incorrect 
in law", and that the demer- 
ger should not create capital 
gains tax liabilities. 

The demerger will be 
accompanied by a share con- 
solidation. For every four 
existing shares, shareholders 
will receive one new consoli- 
dated share in Lonrho and 
one share in Lonrho Africa, 
which will be listed on the 
London Stock Exchange. 

Lonrho said the parent 
company's dividend would 
be maintained this year, but 
"adjusted for the reduction 
in tbe size of the company" 
following demerger. 

Lonrho Africa’s chairman 
will be Bernard Asher, for- 
merly chairman of HSBC's 
investment banking oper- 
ations. 


Sir Colin Chandler, 
chairman and chief execu- 
tive of Vickers, the engineer- 
ing group, yesterday, hit 
back at criticisms of tbe way' 
the company has handled 
the sale of its subsidiary 
Rolls-Royce Motor Cars. 

Sir Colin dismissed criti- 
cism from Benad Pischets- 
rieder. chief executive; of 
BMW, which is seen as the 
most likely buyer . of 
Rolls-Royce, and said Mr Pis- 
chetsrieder was frustrated 
because he was finding it 
harder than be had imagined 
to secure the luxury car- 
maker. “He is not going to 
be able to twist our arm on 
this one," he said. 

His comments came as 
Vickers revealed a sharply 
reduced pre-tax profit of 
El9.4m ($32.4m). against 
£83. 3m, after exceptional 
charges of £57. lm on dispos- 
als and warned that growth 
in 1998 would be con- 
strained. Analysts said the 
costs of launching the Silver 
Seraph. Rolls-Royce’s new 
model, would push the divi- 
sion into loss at the start of 
the current year. 

They said they now 
regarded the company as a 
potential bid and break-up 
target and cut full year 
profit forecasts from £7&5m 
to £5 9m after an expected 
ElOm of reorganisation costs. 
Tbe shares fell 12p to 201p. 

Sir Colin said Vickers had 
not yet received any bids for 
Rolls-Royce but expected 
them to come in this month. 
He insisted that the com- 
pany would take as long as 
it needed to complete the 
deal and denied that the pro- 
cess had been delayed. 

He was unfazed by worries 
that BMW. which makes the 
engines for the Silver Ser- 
aph, was the only bidder. 
“We have enough credible 
would-be purchasers to keep 
it competitive." he said. Ana- 
lysts expect Rolls-Royce to 
sell for between £300m and 
£400m. 

Sir Colin yesterday said 
the group’s underlying busi- 
nesses were performing welL 
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TECHNOLO GY automotive industry 

**** *** w _ 1 1|| [ n 

Steel gets 
tough with 
aluminium 

A fighter, stronger product could 
challenge the growing use of aluminium 
in car bodies, writes John Griffiths 



Thirty-five of the 
world’s biggest steel- 
makers are poised tq 
start a whirlwind tour of car 
makers throughout Europe, 
North America and the Par 
East to bang the drum for 
steel as the car body mate- 
rial for the 21st century. ' 

The industry consortium 
has spent the past four years 
producing an ultra-light car 
body in high-strength steels. 
Now it wants to convince car 
makers that steel can fight 
off any challenge by alumin- 
ium to become the main car 
body material of the future. 

The results of the &>■•> m 
Ulsab (ultra-light steel auto 
body) project, led by Por- 
sche's engineerin g consul- 
tancy arm, were unveiled at 
the Geneva motor show yes- 
terday. 

The consortium put on dis- 
play a BMW 5 Series-sized 
body shell which, at 203kg, is 
more than 25 per cent lighter 
than the average of a num- 
ber of similar-sized vehicles 
in current production. In 
addition, it has no produc- 
tion cost penalties compared 
with conventional steels, say 
consortium leaders. 

The road shows are being 
launched with some- 
urgency. Car makers .are 
under increasingly severe 
pressures to produce lighter, 
more fuel efficient and less- 
polluting cars. The alumin- 
ium industry, spotting the 
vast potential demand from 
an automotive sector produc- 
ing more than 40m vehicle 
bodies a year, has been 
workim? •- with one signifi- 
cant success to date - to pro- 
mote aluminium as a viable 
alternative to steel in car 
bodies because of its one: 
third lightm- weight. 

Volkswagen, Europe's big- 
gest car maker, which also 
controls the Audi Seat and 
Skoda brands, is- already 


producing its Audi AS lux- 
ury car with an extruded 
aluminium skeleton frame 
and bonded aluminium body 
panels. Within the next year 
it is expected to launch a 
completely aluminium-bod- 
ied small car based on the 
A12 concept it showed at 
Frankfort last year. Senior 
VW executives have indi- 
cated that they see no rea- 
son why even the highest- 
volume cars, like the Golf, 
should not be made from 
aluminium. 

The steel consortium, for 
wham the automotive indus- 



Steel could become the car body materia) of the ftrtm 


“Prom now on we're going to 
be saying it publicly." Other 
leading car makers have 
been producing aluminium- 
bodied car prototypes but so 
far none has gone so far as 
VW. which has developed 
entirely new production pro- 
cesses in partnership with 
Aluminum Company of 
America (Alcoa). 

An economic analysis 
undertaken for the project 
by Massachusetts Institute 


Car makers are being put under 
increasingly severe pressure to 
produce lighter, more fuel efficient 
and less-polluting cars 


try is one of its largest cus- 
tomers, is now racing 
against time to convince VW 
and similarly inclined com- 
panies that steel can provide 
just as light a solution, with- 
out involving the industry in 
completely revising manu- 
facturing processes. 

“We have already been 
advising Volkswagen infor- 
mally of our progress and 
that they should not go too 
far too soon,” says Frank 
Walker. British Steel's repre- 
sentative on the consortium. 


of Technology of all factors 
leading to its creation - 
from labour rates, through 
detailed assembly processes 
to matpriak costs — is said 
to show a finished cost of 
$947 per body. That com- 
pares with $960 for a similar 
“reference” conventional car 
body scheduled for produc- 
tion in 2000. according to the 
consortium's data. 

TortLon and bending tests 
were also 60 per cent and 52 
per cent improved respec- 
tively over the reference 



Compqter simulation has' been used to test the steef body 


averages, claims Germain 
Sainz. the consortium’s 
spokesman. The consortium 
says it has also “virtually” 
crash tested the body, claim- 
ing it comfortably exceeded 
35mph frontal, side and rol- 
lover test requirements. 

The weight-saving has 
been achieved by design and 
new approaches to engineer- 
ing and manufacturing, as 
well as through the use of a 
variety of thjn but high- «iH 
ultra-high strength steels of 
varying characteristics. The 
consortium's engineers, said 
Mr Sainz. started out with “a 
blank computer screen”, so 
that the body structure 
could be treated as an inte- 
grated system rather than 
an assembly of individual 
components. 

The tfatp but high-strength 
steels, which comprise 90 per 
cent of the body, and toe use 
of hydro-forming - effec- 
tively stamping the steel 
sheet around a mould into 
water at high pressure - 
allowed the number of indi- 
vidual parts to be reduced 
from around 200 for a con- 
ventional body shell to 158, 
or which some 60 are minor 
components such as bonnet 
hinges and bootlid latch sup- 
ports. 

Only currently available 
materials and technology 
were used. 

Notably these also include 
lightweight steel “sandwich” 
- thm steel sheets bonded 
either side of a plastic com- 
posite honeycomb filling 
“tailored blanks”, which are 
sheets of thin but high- 
strength steels further 
reinforced in strategic areas 
by additional, laser-welded 
panels and, not least, the use 
of continuous laser welding, 



TECHNOLOGY WORTH WATCHING 


Digital code to take on the copyright pirates 

Digital tBCtmotegy that Injects 
Inwisfirie coded watermarks 
Mo images such as 
newspaper photographs and 
hospital X-rays may soon be 
the only effective way to 
authenticate images. 

An explosion in the 
•xdnange of Information over 
media such as the Internet 
and the development of 
' pow erf ul reproduction tools 
that repBcate photographs 
perfectly has resulted in fierce 
legal battles over copyright. 

According to Graham Shaw 
of Signum Technologies, a . 
pitwtely owned technology 
company formed last yaarto . 

develop tfigftal fingerprinting* 
abuse of copyright has 
reached worrying proportions. 

Thirty per cent of aH images 
used by news organisatione 
worldwide- are pirated each 


year, he says. However, many 
sett-employed photographers 
and oma Bar commercial 
enterprises typicaBy do not 
have the resources for a . 
prolonged and expensive legal 
battle or access to technology 
that could protect them 
against pfracy. 

'The growth of rfigHal 
products does make 
copyright abuse more 
prevalent It's not just Images. 
We’re folding a strong interest 
among companies wanting to 
protect their brand logos and 
corporate designs." 

The company yesterday 
unveiled plans for an 
Insurance package, thought to 
be the first of its kind, that 
stamps imfivtdifid signatures 
on Images and covers the 
cost of Btigation. Together 
with CE Heath, the speciaBst 


Lloyd's of London insurance 
broker, and Beazley, a Lloyd's 
underwriting agency, Slgnum 
is to target freelance 
photographers, graphic 
designers and photographic 
o£HBnes» 

By Interweaving a code 
through the pixels of an 
image, Sigmon says its can 
create an Identity lor data 
files that cannot be 
reproduced. Its methods can 
also be appOed to auefio and 
video records. 

Mr Shaw says the digital 
finger p rin t survives printing 
onto hard copy and 
withstands any blurring, 
sharpening or cropping of an 
image; The software analyses 
an image to see whether 
there is an existing -fingerprint 
and then inserts the identity 
codes. By scanning a 


reproduced photograph, the 
pi ugiam can identify the 
name, address and telephone 
number of the owner. 

CE Heath said it would offer 
cover for up to £2SJ)0Q In 
legal costs. Premiums would 
depend on income, claims 
experience, and the limit of 
liability purchased. For 
example, a poDcyhoider with a 
dean claims h i story and an 
annual income of £50,000 
buying £20J)00 of cover could 
expect to pay just over £300. 

Slgnum says Its finger- 
printing methods would not 
corrupt Images. Based on 
algorithms, they are difficult 
to remove and attempts to 
erase the embedded code 
would result in the image 
being des tr oyed. 

Christopher Adams 
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Ventilation clue 
to sick building 
syndrome 

People who work in poorty 
ventilated offices are twice as 

Bkely as other workers to 

comptain of “sick txaldtng 
syndrome" - a poorly 
understood set of symptoms 
that include tiredness and 
headaches. 

Thfc finding, from a study 
carried put by Cornell 
University, casts, doubt on some 
previous reports which 


suggested mat 

were primarily psychological in 
origin. 

• The study 's one of the first 

to show that a relatively smafl 
fcmHd-up of carbon efioxide from 
human respiration - an rndfcator 
of poor ventflsBon - Is linked to 
sick buikfir^ syndrome. 

It found that people were 

mudi more likely to fee) unwa« 
tf the carbon cfibxkfe levefa 
rose above 650 Pens P«- miB- . 

ion, , . 

The rewarohert based th^r • 
conduatanff on a study « jo 
potential trritards in four., 
multi-storey office Hocks In 
New Jersey, together with 

- 1 # ilirvkA! 




the biddings. . 

Gomeff UnfvefSlbK Us, tel 

S072554206; ft«pV/ - 
w jnkcowrf.9* 


Metals speed 

chemical 

combinations 

US researchers have devised a 

tool to improve the efficiency of 
comtwratorial chemistry, an 
increasingly popular tec hniqu e 
for generating a vast efiveraty of 

new chemical compounds. 

The chemists at the University 
of Rochester used transition 
metals, such as zinc or 
cadmium, to hefp build up 
[j^aries of thousands of 
potential drugs. The metal 
atoms help to Instigate 
molecular self-assembly- 
providing an alternative to 
systematscaBy paring up 
eftemfcais in test tubes. 

The researchers think that tf 
jfie approach can be expar dsd 
for industrial use, It woukJ offer 
a faster way for chemists to 
create and screen potential new 


The approach adoptedbytoe 
mseamfiers involves identifying 

a receptor that they want the 

drug to target- They aflow the 
atoms of zinc and cadmium to 
ars of small 


molecules, known as 

rnonomere; they then see 

combination binds best with the 
target 

K foe molecule does not 
succeed in binding the forget 
molecule, foe two monomers 


break away from the metal 
atom to form affiances with 
other m olecules. 

University of Rochester. US, tel 
7762734726, ; http:// 

www.rochester.eclu 

Cool way to 
tan from 
a bottle 

If you are pale skinned, it is 
probably healthier to get a sun 
tan from a bottle, rather than 
the sun. Bui the cosmetic 
a p pearance of fake tans Often 
leaves much to be desired. 

Now researchers at Yale 
University School of Metficine 
say they have produced an 
artificial tanning product that 

looks so natural that ft can even 
fool dermatoiogists- 

The product is a soluble 
compound that is similar to 
melanin - toe normally Insofubla 
pigment produced by the skin 
to protect against the sun. 

The synthetic melanin, which 
is being produced by San-Mar 
Laboratories of New York, is 
made from toe active ingredient 
of the aloe vara plant. 

Tests on mice suggest that 
me product, called Melesyn. 
may also protect against skin 
cancer that is caused by 
ultraviolet GgflL 
Yafe University School of 
Medicine: US. tel 2037855824 ; 


fax 2037854327. 

Transforming 

electricity 

generation 

When generators produce 
electricity, It is at too low a 
voltage to be efficiently 
transmitted over long distances. 
Linking generators to the 
high-voltage transmission 
network requires large 
transformers to boost toe 
voltage. 

ABB. the Swiss-SwecSsh 
electrical engineering group, has 
devised the first high-voltage 
generator that can supply 
electricity direct to the network 
without the need for 
transformers. The innovation, 
which relies on advanced cable 
equipment, is a breakthrough 
that wOl radically change a 
century-old technology, says 
ABB. 

The Powerformer can 
generate voltages at between 
20 kilovolts (kV) and 400kV. The 
first of these generators, which 
will generate voltages of 45W, 
is due to be installed within a 
few months at a power plant in 
northern Sweden, 

ABB: UK. tel fDjt 71 7532000; fax 
(0)1717530204. 

Vanessa Houlder 


rather than conventional 
spot wields, for greater 
Strength ayul Hphtnflfl K- 

The role played by tailored 
. blanks is core to the project 
They account for nearly 50 
per cent of the mass of the 

body, and eiMhle ilarig nar g 

to locate various steels 
within a structure precisely 
where extra strength is most 
needed, but avoiding the 
unnecessary mass which 
would arise from using steel 
of uniform thickness in 
unstressed areas. 

Some car makers are 
already making use of some 
of the Ulsab project’s materi- 
als apd technology. The lat- 
est Cadillac Seville’s 
one-piece body sides, for 
example, are stamped from a 
single tailored blank com- 
prising three different 
grades and gauges of 
steel 

Yet the advantages of alu- 
minium are similarly seduc- 
tive. It can be up to 60 per 
cent lighter than hak n hard- 
ened steels. To extrude, roll 
and form or shape it requires 
less investment than the 
heavyweight stamping 
presses and high die costs 
required for steel It needs 
no anti-corrosion treatment. 
unlike st ee l. 

Both the aluminium and 
steel industries believe they 
have sound cases to argue. 
Steel has an advantage in 
that it has been the car 
industry’s body material of 
choice for many years. Yet 
VW's decision to press ahead 
with a relatively high-vol- 
ume possibly 60,000 units a 
year or ’more aluminium 
small car provides an indica- 
tor that the arguments may, 
in the end, prove finely 
matched. 


PROFILE JIM DONALDSON, PRESIDENT, FORD OF EUROPE 


Motor man geared 
for tough choices 


Haig Simonian meets the man who has 
been charged with knocking the US 
carmaker into shape in Europe 



Motor industry 
executives come in 
all shapes and sizes, 
but most try to be diplo- 
matic and genial to start 
with. 

“I may be small, but I’ve 
got a ******* big ego,” growls 
Jim Donaldson, the new 
president of Ford of Europe, 
at our fust meeting. Clearly, 
a ir^m out to make a mark. 

Mr Donaldson, a Ford vet- 
eran of 34 years, has just 
returned to his native conti- 
nent after 17 years in Detroit 
and South America. At this 
week’s Geneva motor show, 
the Scotsman will be making 
his public debut in his new 
role. Mr Donaldson’s chal- 
lenge is . to improve the per- 
formance of Ford's some- 
times wayward operations in 
Europe. Cutting costs, rais- 
ing quality and boosting 
sales are bis three self-de- 
clared priorities. 

The arrival of a senior 
regionally based boss to 
grapple with Ford’s Euro- 
pean problems marks a 
reversal of the company's 
radical Ford 2000 restructur- 
ing plan, introduced by Alex 
Trotman, Ford’s chairman, 
four years ago. 

Under Ford 2000. the tradi- 
tional Junction of a Europe- 
based top executive was sig- 
nificantly downgraded. 
Although Jac Nasser, Ford’s 
hard man and heir-apparent 
to Mr Trotman, succeeded 
the Cologne-based Albert 
Caspers as chairman of Ford 
of Europe, bis other world- 
wide responsibilities kept 
him on the road. Day-to-day 
operations were left to a 
Europe-based management 
committee. 

The proof that the plan did 
not work showed up in 
Ford’s declining perfor- 
mance in Europe, culminat- 
ing in a calamitous third 
quarter of 1996. when a $37m 
loss from the previous year 
widened to a deficit of 
$320m. After seeing the num- 
bers, Mr Nasser decided to 
divert more of his energy to 
the wayward continent. 


Mr Donaldson represents 
-the long-term solution. 
While Mr Nasser remains 
chairman of Ford of Europe, 
Mr Donaldson has been 
given the new full-time job 

of president To all intents 
and purposes, he is running 
the show. 

After so many years away, 
Mr Donaldson, who made his 
mark in Europe with the 
first-generation Siesta mini- 
car and, more recently, in 
the US running Ford's 
immensely profitable fight 
truck range, claimed he 
needed at least “100 days” to 
settle in. 

On Monday night, when 
Ford took the wraps off the 
Focus family car - its Escort 
replacement - it became 
clear that Mr Donaldson has 
been no slouch. Addressing 
the challenges facing the 
group in Europe, he prom- 
ised answers in the form of 
exciting new products. 

Luckily for Mr Donaldson, 
one of Ford’s toughest chal- 
lenges in Europe was re- 
solved almost the day be 
arrived. The fate of Hale- 
wood. Ford's once troubled 
plant on Merseyside, in 
north west England, was set- 
tied in January when Jaguar 
decided to build its new X400 
“baby” executive car there. 

That dedsiod removed one 
conundrum: how to cut 
Ford’s excess capacity in 



Donaldson: making pubBc debut 
in his new rote 


Europe with mir*to ,irn pain, 
cost and political fall-out. 
Although Halewood, once 
notorious for bolshie work- 
ers and poor quality, had 
gained a short-term reprieve 
a year earlier in a clever 
deal by Mr Nasser, its 
long-term prospects had 
remained bleak. After warn- 
ing of possible closure, Mr 
Nasser had brokered 1,000 
jobs cuts by cutting Hale* 
wood's second shift. In 
return, Ford offered to build 
a low-volume “multi-activity 
vehicle” on Merseyside when 
work ran out on the Escort 
in 2000. Bat details about the 
multi-activity vehicle were 
always sketchy, and the deal 
was only secured on the 
back of about £50m ($8Qm) in 
government aid. 

The Jaguar decision has 
not left Mr Donaldson with 
an clean plate. The new 
Focus will be quicker to 
build than tbe Escort - 
releasing capacity at the 
Spanish and Ge rman plants 
where it will be made. While 
one site, probably Valencia, 
will get the multi-activity 
vehicle, the other could face 
job losses. 

Mr Donaldson must also 
resolve Ford’s large-car 
plans in Europe. The Scor- 
pio, its current model, has 
been a flop, sales were less 
than 20,000 units last year. 
Mr Donaldson could drop the 
Cologne-built Scorpio when 
it reaches the end of its life 
cycle in about two years, but 
he could back a European 
replacement for the Scorpio, 
possibly based on the engi- 
neering “platform” for the 
next-generation Mondeo. Or 
he could push ahead with a 
project to establish Ford’s 
upmarket US Lincoln brand 
as its flagship in Europe and 
import cars from America. 

Ford is poised to announce 
that it will start selling the 
new, smaller Lincoln LS6 
and LS8 models in Europe 
fbom the end of this year. 
Will they complement, or 
replace, the Scorpio? Mr 
Donaldson will be in the 
front line to decide. 

Either way, he will 
address these and the other 
problems facing Ford with 
customary directness. 


No local 

touch. 



In search of a better correspondent . A...ai 
in Turkish banking? We strongly i-j 
recommend a truly global partner 
with none of the local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A rating three years in a row by Capital 
Intelligence. The highest rated emerging 
market bank by Thomson Bankwatch. The 
Turkish bank whose high regard among 
international financial community generated 
SI billion in funding facilities in 1996 and 
$930 million in 1997. The Bank that has 
completed several asset backed securitization 




_ programmes with maturities 5-7 
years. The Bank that was selected 
as the “Best Bank of Turkey” by 
Euromoney for 3 consecutive years. 
Then again;, if you think your correspon- 
dent in Turkey should also have local 
strength, who could be a better choice than 
a bank that handles 12% of Turkey’s 
exports and 6% of Turkey imports? A bank 
whose foreign currency business volume 
totaled $22.9 billion in the first nine 
months of 1997. A correspondent bank 
with global standards and local power. 


ttlGARANTi BANK 


for further information please contact Mr. Husnu Aldun, Executive Vice President 
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INTERNATIONAL CAPITAL MARKETS 


European sector closes sharply lower 


MVERNMENTBONDS 

By Vincent Boland m London 
and John Labate In New York 

The bearish mood in 
government bond markets 
continued yesterday, in spite 
of a technical rebound in US 
Treasuries in early trading. 

European markets closed 
sharply lower, with futures 
markets breaking' through 
support barriers because of 
continued fragility in the 
German bund market. 

Graham McDevitt. head of 
global bond strategy at Pari- 
bas, said the US market’s 
breaking of support levels in 
the past few days was “a 
negative signal" for Euro- 
pean markets, although 
there is now an emerging 
view that US Treasuries are 
beginning to look oversold. 

In the cash markets, UK 
GILTS continued to trade 


nervously as investors 
awaited today's decision on 
interest rates by the Bank of 
England. 

The market was unsettled 
ahead of the announcement 
by further signs of services 
sector buoyancy, which is 
seen as a continued threat to 
inflation. 

The report, from the Char- 
tered Institute of Purchasing 
and Supply, “confirms that 
buoyant service sector activ- 
ity still poses a threat to the 
inflation outlook, and 
emphasises bow finely bal- 
anced the rate decision is." 
noted Dharshini David. UK 
economist at HSBC Markets. 

Economists at ABN Amro 
said the report may have 
been insufficient to swing 
the balance in favour of a 
rise In interest rates. 

However, they added that 
if it suggested rising average 
earnings and stronger eco- 


nomic growth in the first 
quarter, “we can expect a 
rise in the next two to three 
months". 

Some analysts said a rate 
rise would remove the uncer- 
tainty overhanging gilts and, 
while it would be a short 
term negative for the mar- 
ket, much of the risk of a 
rise was already priced in. 

The June gilt future set- 
tled V* lower at 10 &£ in a 
busy session with some 
110,000 contracts traded but 
the slide in European mar- 
kets helped the 10-year 
gOt/bund spread to shrink by 
three points to 119 basis 
points. 

GERMAN BUNDS led 
other European markets 
lower ahead of today’s 
unveiling of Germany's lat- 
est unemployment figures. 
Bunds were also undermined 
by an auction of DM5bn of 
10 -year paper that met with 


a chilly reception in a f ail in g 
market. In very heavy 
futures trading, the June 
future settled in London 0.63 
lower at 106.24 while the 
March future settled 0.60 
lower at 106.85. 

“B unds are fundamentally 
stQi in good shape; what we 
have seen in the past few 
days was a correction that 
was needed,” Mr McDevitt at 
Paribas said. 

FRENCH BONDS tumbled 
in sympathy with bunds in 
heavy trading on the Matif. 
The notional bond future 
settled in Paris at 103.18. 
down 0.82 with estimated 
volume of nearly 267,000 con- 
tracts traded. 

ITALIAN BTPS also closed 
lower in line with bunds and 
after the Bank of Italy. In its 
semi-annual report on the 
state of the economy and the 
currency, appeared to rule 
out a further cut in interest 


rates until more progress 
had been made in putting 
European monetary union 
firmly in place. 

Analysts said the next Ital- 
ian rate cut was likely to 
come in May. after the set- 
ting of exchange rates for 
the euro. The June BTP 
future settled 0.58 lower at 
117.83, while the spread over 
10-year bunds stood at 31 
baits points. 

US TREASURIES gained 
ground as domestic buyers 
returned, taking advantage 
of overnight weakness; most 
activity was reported at the 
10-year end of the yield 
curve. 

By late morning the 
benchmark 30-year Treasury' 
bond had gained % to 10l£. 
sending the yield down to 
6.04 per cent. At the shorter 
end of the maturity spec- 
trum the two-year note 
climbed & to 99§. yielding 


5.59 per cent, while the 10 - 
year note was higher at 
9-S,V yielding 5.74 per cent. 

The buying was in sharp 
contrast to the sell-off in 
Treasuries earlier in the 
week. The market's most 
pressing concern is the lack 
of economic data suggesting 
any slowing of US economic 
growth as a result of the 
Asian crisis. 

"There is continued (eco- 
nomic] strength and the 
market is not priced for 
strength." sa*id Lee Cohen, at 
CIBC Oppenheimer- 

Little fresh economic news 
was issued. The most impor- 
tant figures this week will be 
tomorrow's employment 
report, while a new release 
on producer prices is due 
next week. At the end of the 
month comes the next Fed- 
eral Open Market Committee 
meeting to determine inter- 
est rate policy. 


EIB to target US 
with euro benchmark 


New international bond issues 


INTERNATIONAL BONDS 

By Edward Lace 


The European Investment 
Bank Is to launch its much- 
awaited 10-year benchmark 
in euros today with an eye to 
capturing the US investor 
base. 

The E2bn offering, which 
will be priced to yield a 
spread of five basis points 
over the benchmark OAT. 
follows a long roadshow in 
the US. 

The bond - only the sec- 
ond euro-denominated offer- 
ing in a global format - is 
the EEB's first purely euro- 
denominated offering. 

Last year, it issued an ecu- 
denominated seven-year 
bond that will convert into 
euros next January. Today's 


WORLD BOND PRICES 


offering, however, will pay 
its first coupon in euros. 

“The US investor base is 
definitely w along up to the 
euro.” said one banker in 
London yesterday. “They’ve 
watched the enthusiasm in 
Europe for euros this year 
and they now recognise that 
monetary union is a done 
deal." 

The bond will be helped by 
the fact that a report issued 
at the weekend indicated 
that it was all but certain 
Emu would go ahead next 
January with the full quota 
of 11 aspirant countries 
including Italy. 

The offering, which will be 
lead-managed by Paribas. 
Goldman Sachs and Merrill 
Lynch, is expected to be the 
benchmark in the 10 -year 
sector. 


The EIB’s seven-year 
benchmark is trading 
roughly flat to the OAT. 
Today’s issue will be larger 
than the 2008 OAT bench- 
mark. 

Mexico is also to price a 
global offering today, in its 
first visit to the primary 
markets this year. The 
10-year Slbn issue, which is 
expected to yield 280 to 290 
basis points over Treasuries, 
follows Argentina's active 
participation in the bond 
markets this year. 

Of the other Latin Ameri- 
can sovereign borrowers, 
only Brazil has come to the 
market in 1998 in a euro-de- 
nominated debut 

"This is a real test of 
whether liquidity is coming 
back for emerging market 
borrowers in dollars.” said 
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on e banker. “There is a 
worry it could be too tightly 
priced.” The deal is being led 
by Morgan Stanley. 

EUROFIMA, the railway 
company, offered exposure 
to an emerging market cur- 
rency in a $50m bond linked 


to the Turkish lira. The one- 
year deal, which has a 
record coupon of 110 per 
cent, will redeem in dollars 
but the amount will depend 
on the rate at which the lira 
has depreciated. 

The currency depreciates 


by five per cent a month but 
if it exceeds that figure the 
investor could lose out. An 
official at J.P. Morgan, lead 
manager, said the bond was 
expected to provide a return 
of 25 per cent but there were 
no guarantees. 


NEWS DIGEST 


JAPANESE BANKS ; 

Exposure to east Asia 
borrowers tops $ 180 bn 

The exposure by Japanese banks to borrowers to east 
t£Tl3 times the combined PW^n 
Srys 10 largest banks, a report by Moody's Investon^*, 
£££d yesterdayT The report estirrrte* *> - 

the region at $182bn. but also highlights 
tam ashavlno the second highest exposure in relative terms.;- 

Balaian banks have lent an e3ti,r ^ t ^S ^ 0 c ^ n ^° ri > 5 ' 3 
times the amount of pre-provision profits. V* 1 **^*^?- . 
reported to be most exposed ware Germany, with S82bn otfr-f 
■standi na and France. . ■ • 

Eft? 19 banks in the developed world have bean downgraded 

or put under review by Moody’s as a result of the an - 

but it says there is unlikely to be another wave of downgrades. 

Three French banks have been placed imd or review^ . 
Moody’s argues that -French banks may find It more difficult than, 
other banks to withstand any significant increase ^ crecSt Tosses 
from the crias.’ By comparison, the Bdg to ba n Mng 
system is supported by substantial hidden res etves -wh fch _ ■ 
should enable them to withstand any resulting increase In toan . 
Joss provisions." 

The problems of Japanese banks could be mitigated by the • 

fact that a substantial portion of toan exposure Is to Japanese. . 

companies setting up in the region, and therefore support may be 
provided by the parent companies. Simon Davies - 

MALAYSIAN RATINGS 


Fitch IBCA puts banks on alert 

Fitch IBCA. the credit rating agency, yesterday put a number of 
Malaysian banks on rating alert, after the revelation from Bank 
Negara that Sime Bank will require a MS1-2bn capital injection-to. 
meet capital adequacy requirements. 

The rapidity of the decline in asset quality for Sime Bank 
raises questions as to the reliability of Malaysian banks financial 
data and the supervision of the central bank,* argues Fitch (BGAl 
The rating agency has put Bank Bumipulra. Bank of Com- 
merce. Malayan Banking and Public Bank on warning for down- 
grade. Sime Bank had been downgraded to D/E from C. 

Asset quality is projected to fall sharply during 1998, with the 
impact of currency and stock market collapses, falling property ■- 
prices and the effects of high interest rates. Simon Davies 


CLEARING US TREASURIES 

Euroclear approval extended 

Eurodear, Europe's leading clearing and settlement house for 
securities, has received the green-light from the US Securities 
and Exchange Commission to dear US Treasury bonds and other 
US agency securities for Its US clients, following the granting of 
dearance last year to settle and deer US Treasury bonds for. Us 
non-US dients. Edward Luce 
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BOND FUTURES AND OPTIONS 
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FINANCIAL TIMES THURSDAY MARCH 5 1 998 * 


By Simon Kuper 


The dollar rose yesterday 
e ven though there was little 
news to prompt the move. 
Kenneth Laodan, senior cur- 
rency economist at Deutsche 
Bank in Tokyo, said: “The 
feature that stands out this 
week lias been the willing- 
ness of large Japanese inves- 
tors to step up to the plate 
ami buy the dollar on dips. 1 * 
The d ollar could also be ben- 
efiting from the recent rise 
in US bond yields. 

But trading was quiet 
Peter von Maydell. senior 
currency economist at UBS 
in London, said: "We’re in 
an in-between period when 
we are waiting for US pay- 
rolls jlata on Friday a n d for 
new information to emerge 
from Asia.” 

The dollar rose Y0.6 
against the yen and a pfen- 
nig against the D-Mark to 
close in London at Y126.5 
and DML819. 


■ The Swiss franc fell fur- 
ther as the Swiss National 
Bank kept short-tom inter- 
est rates low. 

The bank again supplied 
hquidity at 0.75 per rent for 
two-week money. That was 
below its discount rate, even 
though the Swiss franc is no 
longer threatening to break 
above SFrO.80 against the 
D-Mark, a level which the 
central bank had protected. 

The fading of the Asian 
and Iraqi crises from the 
market’s mind in recent 
weeks has hit the franc, 
Which usually functions as a 
safe haven from turmoil. 
The Swiss National Rank 
has tried to prevent the cur- 
rency from appreciating, 
because the country’s econ- 
omy is fragile and heavily 
dependent on exporters. 


■ Pound in Mew Yoric 


Uar 4 

— labs)— 

-tew. etoat- 

Swot 

14470 

14510 

1 BOl 

14445 

1.6485 

3mtb 

14393 

1.6432 

Ijr 

7.8202 

1.&43 


Mark Geddes. treasury econ- 
omist at ABN-Amro in Lon- 
don, said the central hank 
would probably be particu- 
larly vigilant in the next two 
months: any turmoil aHtvnri 
of the choice of founder 
members of European mone- 
tary union in May could gen- 
erate panic Sows into the 
Swiss franc. 

The Swissie softened to 
SFHX8I4 against the D-Mark, 
and feQ L3 centimes against 
the dollar to SFrL48a 

■ Hie Bank of Italy yester- 
day predicted an inflation 
rate of just 2 per cent for 
this year. In its twice-annual 
economic report it also said 
that its cautious monetary 
policy in 2997 bad kept the 
lira stable. 

Lorenzo Codogno, chief 
economist at Bank of Amer- 
ica in Milan, sa jfl the central 
bank’s upbeat report 
suggested that it might cut 
interest rates by early April 
“It’s the best report I’ve ever 
seen from the Bank, which is 


Swiss franc 


080 



amanMMHBfev. 

usually critical about pros- 
pects,” be said. However, he 
t hou ght the main rate cut 
would come after May 2, 
when Italy is expected to be 
admitted as a founder mem- 
ber of EMU. The Bank of 
Italy’s deposit rate is 5.5 per 
cent, 2 L 2 percentage points 
above the German repo rate. 

■ Norway issued a warning 
to the market that it wants 


to see its currency flzzn, by 
increasing Its fixed-term 
deposit rate 10 basis points 
to 3 J85 per cent The Norwe- 
gian krone has struggled in 
1398, largely because of the 
slide in oil prices. Norway is 
a leading oil exporter. 

The krone rose yesterday 
from NEi-4.17 to NKT4-158 
against the D-Mark. 

■ Germany is today expec- 
ted to release figures show- 
ing that seasonally adjusted 
unemployment fell slightly 
in February from January’s 
postwar record high. How- 
ever, celebrations are likely 
to be muted. It was yester- 
day revealed that German 
average income after tax and 

■ OTHER CURRENCIES ~~ 
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social contributions fell last 
year, its first annual decline 
since the Federal Republic 
was created in 1949. The soft- 
ness could help explain why 
Bundesbank officials have 
made no attempt recently to 
boost the D-Mark. 

w Today the Bank of 
England’s monetary policy 
committee will reveal 
whether or not it is raising 
UK base rates, which cur- 
rently stand at 7.25 par cent. 
The market’s feeling is that 
after a lot of debate the com- 
mittee will decide to do noth- 
ing. 

However, the UK purchas- 
ing managers' survey of ser- 
vices yesterday emerged as 
the strongest in seven 
months. The survey’s 
employment index did show 
a fell, but the institute said 
this was because companies 
were failing to find suitable 
replacements for people leav- 
ing their jobs voluntarily. 
Hardly a sign of a slowing 
economy. 
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Japanese investors push dollar higher 
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ft’s a strange word ^eflwetlwr'. ft 
has nothing to do with the weather, 
of course, but everything to do with 
leadership. The beB-wether was the 
ram with a bed round its neck - the 
leader of the flock. On today's mar- 
kets, where trends and opinions can 
change faster than coastal weather 
on a spring day, modern investors 
welcome the security of leadership 
and guidance. 

In L-Bank they find a weatherproof 

partner who knows for sure which way 


the wind Is blowing. As the state 
development agency of Baden-WDrt- 
tomberg, L-Bank is as dependable as 
they coma, backed by an economic 
powerhouse of a state, even by Ger- 
man standards. As a first-class Issuer, 
L-Bank offers watertight concepts 
based on skififtif forecasting of the 
global trading cSmste, to ensure that 
investors can look forward to an even 
brighter tomorrow. L-Bank, Schloss- 
piat* 10/12, D-76113 Karisraha, 
Germany. Telephone +4972115018O7. 


1 L-BANK 

LancJeskredtlb^ik Baden^Atorttamberg 
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AUSTOMIAN GOLD CONFERENCE 


FINANCIAL TIMES THURSDAY MARCH 51.998 


COMMODITIES & AGRICULTURE 


ECB urged 
to organise 
gold auctions 


By Kenneth Gooding 
in Kalgoorfle 

The new European Central 
Bank should organise gold 
auctions to limit the impact 
when member national 
banks wish to sell some of 
their reserves, Robert Guy, a 
director of UK investment 
bank N.M. Rothschild, said 
yesterday. 

Fears about sales by Euro- 
pean central banks, which 
hold about 16,000 tonnes of 
gold - equivalent to roughly 
four years of global demand 
- have helped to drive the 
price down to its lowest level 
for nearly 18 years, and the 
topic loomed large yesterday 
during the first day of the 
Australian Gold Conference. 

Charles von Arentschildt, 
managing director and 
global head of commodities 
at Deutsche Bank in New 
York, said panic sales by 
European central b ank s 
were unlikely in the next 
three years. But, “given the 
magnitude of Europe's 
excess gold reserves, we 
must still entertain the pos- 
sibility of a long-term, strate- 
gic disinvestment pro- 
gramme at some point”. 

Lack of transparency and 
the unwillingness of 
Europe's central banks to 
announce a clear programme 
for gold disposals concerned 
many conference delegates. 

Mr Guy said the banks' 
strategy bad undermined the 
market and damaged the 
mining industry. “The effect 
of such a strategy on 
Europe's own citizens, its 
own taxpayers, is that the 
reserves that they helped 
create have been devalued.” 

The market now needed 
European banks to 
announce a clear and trans- 
parent strategy. Once the 
European Central Bank had 
decided how much gold it 
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would have in its reserves, 
“the ECB sbould announce 
that, if in future a member 
national central bank wishes 
to sell a proportion of its 
remaining reserves, it must 
do so through a series of 
auctions to be managed by 
the ECB itself. 

“ECB gold auctions would 
have the merit of being both 
practical and transparent. 
The mechanism of official 
gold auctions has been 
tested and proven. This Is 
not a theoretical concept, it 
is one rooted in the prece- 
dent of the International 
Monetary Fund and US Trea- 
sury gold auctions in the 
late 1070s." 

Mr Guy said the gold mar- 
ket needed to recreate a posi- 
tive co-operation between 
the public and the private 
sector. "It was beneficial in 
the past and would certainly 
help in the future." 

Mr von Arentschildt said 
the consensus was that gold 
would account for about 10 
per cent of the new Euro- 
pean Central Bank's 
reserves. He suggested that 
this “grossly underesti- 
mated" the incentive for the 
ECB to hold a relatively 
large proportion of its 
reserves as gold. 

Germany, France and Italy 
would have a clear majority 
in voting on the composition 
of reserve compositions of 
the ECB, including the pro- 
portion of gold. 

“Traditionally these coun- 
tries have equated gold 
reserves with stability." Mr 
von Arentschildt said. They 
are also some of the largest 
holders of the metaL Collec- 
tively they they hold some 
75 per cent of the 11 gold 
reserves held by the 11 Emu 
members. So they would suf- 
fer the mast if the ECB were 
to hold a low percentage of 
its reserves in gold." 


Oil drifts on absence of Opec decision 


MARKETS REPORT 

By Robert Corzbie 
and PUBip Coggan 

World oil prices continued to 
drift yesterday in the 
absence of any definitive 
news on whether the Organi- 
sation of Petroleum Export- 
ing Countries intends to 
hold an emergency session 
this month to discuss ways 
of stabilising the weak crude 
markets. 

Brent Blend for April 


delivery was quoted at $14.02 
a barrel in late trading on 
London's International 
Petroleum Exchange, up 10 
cents on Tuesday's close. 

Confusion over Opec’s 
plans added to the overall 
gloom which has settled on 
the oil market in recent 
weeks. 

Rilwanu Lukin an. Opec 
secretary general, said invi- 
tations had been sent to all 
11 member states to send 
their oil ministers to Vienna 
on March 16 to attend a 


scheduled ministerial moni- 
toring committee meeting. 

Some member states hope 
this can be turned into a full 
emergency session that 
could set a new production 
policy. Mr Lukin an said con- 
sultations on the desirability 
of such a meeting were con- 
tinuing. 

However, Erwin Arrieta. 
the Venezuelan oil minis ter, 
was reported yesterday as 
saying that Caracas had no 
plans to attend the session. 
The absence of Venezuela. 


Opec’s biggest single over- 
producer. would seem to 
undercut the logic of holding 
a full meeting. 

Meanwhile, talks between 
the UN and Iraq that could 
lead to a doubling of Iraqi oil 
exports are due to begin on 
Monday in New York. 

Gold eased a little further 
on the London Metal 
Exchange after Tuesday’s 
decline and Monday's failure 
to breach the $300 an ounce 
level. The morning "fix” was 
at $296. compared with Tues- 


day afternoon's $297, but a 
modest rebound 3 round 
lunchtime left the afternoon 
fix at $296.75. 

Base metal markets were 
fairly quiet but Robin Bhar 
of Brandeis said there was at 
least some excitement m the 
options market. Yesterday 
was the fust Wednesday of 
the month, when options 
must be exercised. 

"The markets have been 
fairlv quiet in the face of 
continued uncertainty over 
Asia." said Mr Bhar. Pro- 


ducers have been looking to 
sell into any rallies,! . 

On the Londoh Interna- 
tional Financial : Futures 
Exchange, cocoa 'for. May 
delivery reached. a (bteweek 
high on the back of technical, 
buying, hitting. £1,4)75 a 
tonne in afternoon: t rading 
It closed up £16 at&jies. 

Rob usta coffee futures 
ended substantially lower on 
Liffe after a fund-led seU-ofE. 
The benchmark May con- 
tract closed down $48 at 
$ 1,610 a tonne. - . -• " 


Argentine farmers 
cheered by rain 
from El Nino 

Growers are glad to see the end of three 
years of drought, writes Ken Warn 


A helping hand from HMno 

Aipentra's ffafn production (mitfon tomes} 


A rgentines came back 
from their s umme r holi- 
days whey-faced and 
grumpy. The El Nino 
weather phenomenon 
brought cloudy skies and 
heavy rain to the coast, turn- 
ing the annual pilgrimage to 
the beach into a wash-out 
The country's farmers, 
however, are looking more 
cheerful. The biggest cli- 
matic threat they have faced 
over the years has not been 
El Nino, but its malicious 
and equally unpredictable 
counterpart La Nina, or 
drought. El Nino has ended 
three years of drought in 
many areas and could bring 
a bumper harvest 
Felipe Sola, agriculture 
secretary, has forecast a 
record grain and oilseeds 
harvest of 61.5m tonnes, 
against the previous record 
of 54m tonnes seen last year. 

The wheat harvest, 
already completed, could 
reach 14.3m tonnes, slightly 
down on last year's 15.9m 
tonnes, according to the offi- 
cial estimate. The crop, how- 
ever, has not been Imm une 
from problems. 


The big worry for wheat is 
quality, said Christopher 
McM aster, director of agri- 
cultural investment com- 
pany Papelera Inversora. 
"Some farmers had to delay 
the harvest because of 
storms and waterlogged 
ground. They got a pretty 
low-quality crop as a result, 
much of which may have to 
be used for animal feed.” 

The sunflower seed crop, 
after a good growing season, 
is still in the balance. Argen- 
tina's bees, who need warm, 
sunny conditions to polli- 
nate the flowers, have been 
making up lost ground. But 
in some areas, the crop has 
been hit by rain and fungal 
infection. The crop could 
struggle to equal last year's 
5.5m tonnes, and prices have 
risen as a result 

Maize looks like being the 
star performer after an 
exceptional season. The offi- 
cial forecast is for a harvest 
of 16.8m tonnes against 
15.5m tonnes last year. 
Maize, with its big strong 
stalk, is resistant to every- 
thing but the most extreme 
weather conditions. 



Wool exports 
earn $93m 


Commodity markets have 
not been as kind to fanners 
as El Nifio. Last year, export- 
ers sold early and aggres- 
sively into international 
markets, taking advantage 
of good prices. This year, 
farmers have hesitated, only 
to see most prices slide. 

Credit Suisse First Boston 
is forecasting an average 9 
per cent decline this year in 
the price of Argentina’s agri- 
cultural exports. 

“With these kind of prices 
and this size of crop, Argen- 
tina may just about earn the 
same as last year, despite 
the rise in production,” said 
Ricardo Luis Baccarin. 
vice-president of commodity 
futures broker Panagricola. 


Agriculture-related exports 
last year totalled almost 
$9bn. 

Without an upturn in 
prices, fanners will also be 
reluctant to increase the 
areas under cultivation, 
especially for grains. "Next 
year's harvest is unlikely to 
match this year’s," said Mr 
Baccarin. 


W: 


hatever the outcome 
this year. Argentina 
is steadily becoming a 
more influential agricultural 
producer, though far short of 
the export superpower status 
it attained at the turn of the 
century. Maize production is 
dwarfed by the US's 238m 
tonnes last year, but Argen- 


tina is now the world’s sec- 
ond biggest maize exporter. 

Edible oils are becoming 
an Argentine speciality. 
Argentina accounts for 25 
per cent of world sunflower 
oil production, and holds sig- 
nificant influence over inter- 
national prices. Citrus fruits 
have also seen increasing 
investment. 

“The international com- 
modity markets are watch- 
ing us pretty closely. This 
wasn't toe case even three 
years ago." said Mr Bac- 
carin. 

The sector has been rap- 
idly modernising after years 
of neglect- Use of fertilisers 
grew 40 per cent from 1996 to 
1997 alone, according to the 


Argentina exported 23,579 ... 
tonnes of wool, real weight. 
between July 1997 and January 
ig98 with revenues of $92.82m,' 
according to the Argentine Wrol 
Federation. Reuters reports . . 
tram Buenos Aires. 

China bought 25 per cent, or - 
5.967 tonnes, fottowed by.- 
Germany with 3,859 tonnes. ■ 
Italy and France were the other 
big buyers with 3,298 tonries..- 
and 2,923 tonnes, respectively.. 

Argentina is the world's IWnJ 
largest wool exporter, after - •' 
Australia and New Zealand, ' 
according to 1996-97 data from 
the International Wool Textile 1 
Organisation. 


economy ministry, while . 
pesticide use rose 28 per. 
cent. Fresh investment in ' 
the sector totalled $Zhn over 
the past year. 

But like Argentina's holi- 
daymakers, a minority of. - 
farmers had enough of El 
Nino long ago. Parts of 
Santa Fe, Cordoba and Entire 
Rios provinces in particular 
have had excessive rainfal l . 

In some areas, the water - 
table has risen to the. point 
where the ground is no lon- 
ger able to absorb further 
moisture. Some dairy herds, 
after munching their way . 
through unusually luxuriant 
grass, are now reported to be 
up to their knees in water. _ 
There are other losers too. . 
“People selling irrigation 
equipment have not exactly 
had a good year." said Mr 
McM aster. 


Precious Metais continued GRAINS AND OIL SEEDS 


GOU3 CCMEX (IX Tray au S-tray azj 


Soft DajTB 



Cate 

3 adits 

ax* 

1433.5-34 5 

1450-51 

Prmtao 

1445-46 

14605-81 

Mghtow 


1455/1446 

AM West 

14385-39.0 

1454.S-55 

Kot) dose 


1451-52 

Open Ini 

283.727 


Total Daly tanotw 

66*84 


■ ALUMMHM ALLOT (S par tome] 


Ctoa 

1268-73 

T29fl*-97 

PrmfcBS 

1268-73 

1295-300 

HgWtow 


1300/1265 

AM KBctti 

1270-71 

1297-98 

Karti date 


1295-300 

Open lot 

5*03 


Total tBnww 

1*93 


■ LEAD (5 par tonne) 



Close 

533-4 

539-40 

Prewus 

5393-405 

547-8 



S43J535 

AM Official 

532-33 

538-39 

Kart) ckx» 


533-40 

Open inL 

32*07 


Total da^rtunmw 

7*44 


■ KCXa (S per Dim 


aeae 

5215-25 

5305-15 

Prertoos 

5255-60 

5345-50 

Hlontote 


532015270 

AM Official 

5215-20 

5305-10 

too ctoaa 


5305-15 

Open k£ 

56,037 


Talri te*y tmw 

15*60 


■ Tffl (5 per tonne) 



Close 

5305-405 

5400-10 

Prevttus 

5435-40 

5435-40 

tegtiflaw 


54305400 

AM OflicBU 

5410-16 

54C5-10 

too ctose 


5400-05 

Open InL 

14.923 


Tate dafy temmr 

11,722 


■ ZBK, special tagh grodi IS par toonri 

Dose 

1010.5-11* 

1037-38 

Prewwa 

1030 5-1 .5 

1056-7 

Wito» 


1046/1034 

AM Officte 

1014-14* 

1041-42 

too date 


1039-40 

Open tat 

74*77 


ToM date mawtr 

15.244 


■ COPPBL teite A <S oar »mte 


Qote 

1704 *-05* 

1729-30 

Pmna 

1730-1 

1753-4 



1746/1726 

AM Oftoal 

1715-15* 

1738 39 

too cion 


1730-3? 

Open ml 

154*04 


Tote dtey wnmer 

58,028 


■ UK AM OOdri SJt ntB 1*471 


IME during £/S rate: 1*475 



Apr 

Jm 

m 

Oct 

Ik 

Total 


Span 

low TM tat 

2 2 

-1.7 298* 295.8 2Z357 68.577 

-1.6 3009 2980 1241 16574 

-1.7 3027 301.0 314 8268 

-1.7 - - 2 3284 

-IT 30 Ml 3045 1.183 15.138 

25,891 181,113 

PLATBHW NYMEX (50 Trnytn. Stony oil 


■ WHEAT UffE (100 tonnes; E per towel 
Sett Day'* 


295.0 

2S6* 

296.7 

3006 

302.5 

3045 


-1.7 



Prtca 

eftaagi 

i Mgh 

Low 

Vol 

tat 


price i 

Mar 

76*0 

-0 75 

77*0 

76.75 

22 

95 

Mar 

1052 

May 

78*0 

-0.75 

79.10 

78.50 

130 

3*28 

May 

1068 

Jri 

80.50 

-0J5 

81.00 

80*0 

201 

1.151 

Jul 

1085 

Sep 

77*0 

-0.75 

78*0 

77*0 

30 

110 

Sep 

1105 

Hot 

79*0 

-0 75 

79.75 

79*0 

160 

1*83 

Dee 

1129 

Trial 





667 

8*37 

Mar 

11 SS 

■ WHEAT CUT (5JJ00DU 

mtr, wnUGUb bBW) 


Triri 



Apr 

384* 

♦OJ 387* 383* 

600 

9*25 

Jul 

382* 

+0* 384* 381* 

52 

1.168 

Oct 

381* 

+ 0 * 

1 

360 

Jao 

381.3 

+05 

4 

31 

Trial 



862 10,784 

■ PALLADKM MYLEX (100 Tray oc: Stony QL) 


Mar 

341*5 

+330 242.00 240*0 

338 

651 

Jon 

23635 

+2.B0 238*0 234.3 

829 

3*98 

Sep 

234*5 

+2.80 

112 

488 

Total 



1*79 

4*37 


32620 -250 3293) 32550 3.108 3248 

336.76 — 3JX) 340-50 33650 10541 43227 

346.75 -2.75 35000 34650 4.648 33223 

35425 -3m 35750 35450 471 4234 

36525 -2.00 368-00 36550 495 6568 

37250 -2.25 37250 37050 3 487 

28,734 92243 


SOFTS 

■ COCO* LITE 00 tmK BUw) 

Open Salt Day** Open 

nge M0 Low HU M 

♦17 1059 1038 44 4,115 

♦16 1077 1048 9216 41.176 

♦14 t094 1067 592 16575 

+14 1112 1099 183 Z72«7 

♦14 1137 1113 984 31248 

♦13 1165 1141 5.162 »,52S 

17,191169209 

COCOA CSCE (ID tonnes; S/tonnesj 


MEAT AND LIVESTOCK 

■ UVE CATTLE CUE (402008b: canfcdte) 

Salt Day's 
Mm change Mg* 

64.600 -0225 65.450 
66.725-0.375 67.600 
67525-0225 68.225 
69.200-0075 69.550 
70225-0150 70700 
71.700 -0L050 71.950 




M SOBt COMB ftOOO Troy an Cerirtoy at) 

Mar 630.3 -35 6340 6250 330 2253 

May 634* -15 8405 630JJ 14.196 55292 

JOf 6322 -32 6392 628.0 940 15.468 

Sep 6328 -3.5 631.0 6310 112 4.990 

One 6328 -32 6352 6312 222 10.176 

Jan 6323 -32 - - - 15 

Total 15*18 97*28 

ENERGY 

■ CRUDE 08. WttJEX 11.000 tanfc SfenreO 


way 

Jri 
Sap 
Dae 
Mar 
ToOl 

■ ma<ze cBTgxoote one cnaftStaBwaa 

Mar 26000 +1.75 26750 26200 13*51 13*32 

May 27525 +120 27780 273.75 30282126297 

Jot 281.50 +0.75 233.50 280.75 1X494104*95 

Sap 28300 +025 26520 2 B 220 1*91 17.496 

Oac 2842S +025 286.75 28150 9.684 73*73 

Mar 29020 - 29225 290.00 539 4359 

Total SUO338J06 

■ BARLEY UFFE (100 tames; £ par toraw 


1600 

+31 

1604 

1580 

6 B 2 

AW 

47*75 -0*25 48*00 47*00 4.168 

17*80 

1815 

+31 

1616 

1582 3*14 34.133 

Joe 

57.000 -0150 57*50 56*50 2.700 

11.636 

1646 

+32 

1647 

1625 

389 11*61 

Jd 

57.475 -0*00 57.950 57350 

813 

4*32 

1B74 

+34 

1674 

1650 

67 6.957 

Aug 

55*75 -0*25 56*50 55850 

181 

1*59 

1705 

+32 

1700 

1605 

133 13*04 

Oct 

53*00-0*75 54.650 53.700 

17* 

2*23 

1736 

+32 

1734 

1730 

648 9.110 

Dac 

51675 -0. 450 54.100 53*00 

49 

1.077 





8*09 70,775 

Total 


8,118 

38.186 


May 

JM 

*P 

Dm 


■ COCOA IKXO) (SOHVtanna) 


Daly 


Pita 

1249-44 


Pre*. dry 

125527 


cum± UFFE 0 tomes Stone) 


Apr 


Uteri Bay's 
price change »gh 

1532 +005 1547 
1529 +0.08 15.80 
1010 +0.11 16.19 
1638 +005 16.53 
16.65 +0*2 1675 
1698 +011 


Jon 

jm 

Aug 
Sap 
ToM 

■ CRUM on. ft (StoaneQ 


16 m 


low Hot M 

1507 56286 99.453 
15 4| 19263 66*03 
isea 7.137 S3.193 
16 25 1.982 29.099 
1654 2236 17*?1 
1680 1.061 19374 
91*81451*78 


Spot 16475 3 ads 16101 6iste1*M1 9 ams 16274 


■ BM CHAPE COPPER (C0MBQ 

Sett Day* Open 

price change HJflti Low Vol tot 
Mar 77.60 +&20 7830 7730 1228 3364 

Aar 78*0 +025 7a 90 7B*S *78 2.440 

May 7875 +0 30 7930 7X10 8.966 27.7 SO 
Jan 7905 +0 20 78 95 7895 64 2280 

Jri 79.50 +030 79 90 79W 678 7.482 

32 1221 
12*88 66*83 


latest Day's Open 

price change High low Vbl fat 

Apr 13.97 *0 05 14.15 U80 >8 962 71 767 

Key 14 34 +aua 1420 14*3 11.4*3 43.703 

Jut 14 76 +CW 1465 1462 2604 23*70 

Jol 1505 +004 ISIS 1493 743 1457G 

Aug 1536 - 1546 1526 78C 8354 

Sap 1559 - 1570 1559 229 15514 

Total nto oft 

■ HEATWG PC uruet US C-TtS 9*1) 

Utact Baft Open 

price change Up In M U 

Apr 4310 +0.24 <340 4260 11.997 50.375 

May 4365 + 0.10 4390 4320 *877 22069 

Jun 4450 +015 4465 44 TO 2634 13075 

Jot 4530 +025 4550 45.10 1.174 14 965 

Aog 4&?0 - 46.40 4665 536 9.667 

Sep 4735 +010 4760 47SC 536 iSR 

Total 24*7016140 


BAS OB. IP£ (Stowaj 


Latest Days Open 

prica change Mgfe law 1 M fee 

131.50 - 132.50 13075 €.423 20529 

13350 - 13420 12275 5237 21.271 

13600 - 137 01 13550 

13X75 -030 13375 13850 

141.75 -0.S0 14220 I4I5Q 

14450 -0 75 14525 14450 


Ate 

May 


Aog 

Total 


776 13 753 
3SB 16.163 
515 7 553 
3S 6=99 

15.1071 51 *S2 


Bar 

73 50 


_ 


_ 

_ 

Mte 

75.50 

- 

- 

- 

- 

263 

Sep 

74 50 

-0.75 

- 

- 

- 

7 

KM 

76.50 

-0 75 

77*0 

76*5 

24 

402 

Jan 

7850 

-07S 

- 

- 

_ 

72 
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24 
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m SOYABEANS CUT iS.OOOtw ten: cwfe/GO) tu£a9 

Mar 

650 25 

♦1 75 654*0 648*0 

5.137 

5*01 

May 

6S3.7S 

-1.75 659*0 652.00 23*63 63*50 

Jri 

658 00 

-275 664 50 656*0 
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B6*S 

-Z7S 664.00 65800 
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6*54 

Sop 

64850 

-3.00 655.00 648.0Q 
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1.101 

ter 

644*0 

-425 85050 64150 

1.939 18.193 
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42*17 135*04 

■ soyabean or. cut iso.oootas- wmsto 


Mar 

2615 

-0*7 

2653 

2610 

1*67 

1854 

MW 

26J7 

-0*7 

2678 

2630 12890 65*54 

Jri 

2666 

-0*5 

27 01 

2655 

4.915 39*76 

Ate 

25 60 

-0*8 

26 80 

26 45 
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6*01 
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26 60 

2630 

24 

2*58 

a« 

26 SO 

-0*0 
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26.15 
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2.912 
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■ SOYABEAN MEAL CUT n 00 tens: Site) 


Mw 

1768 

+1 1 

1780 
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4.406 
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toy 
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♦1.1 

1794 
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Jri 
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+03 

1813 

1799 
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Ate 
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IWS 
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+0* 
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■ POTATOES UFFE 120 tames; £ per bare) 
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TOO 

_ 

_ 

- 

_ 

_ 
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<510 

-40 
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mo 

154 
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10 

*41 
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- 

- 
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Bov 
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- 

- 
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3 
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■ RtBGRT iBJWl IFFE Slbindex pomn 


Mw 
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65 
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eg 
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♦5 
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55 

196 
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- 

- 

- 

- 
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- 

- 

— 

- 

5 
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94 

1.49 
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1650 
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4.480 
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Jri 
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Sop 
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2*81 
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1595 
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Jan 

1555 
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1570 

1570 1 

53 
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■ COTBE 

■C* CSCE (37*0008: cantatoW 



■ PORK BSUES Off 140J0MH ceris/llt) 

MW 40*50 -0300 41.725 40500 1*39 

May 42150-0600 43.200 41*00 1296 

Jul 41.750-0.125 42750 41.400 219 

Aug 40 575 +OZ75 41*00 40*00 76 

Sap 48.150+0150 46150 - 4 

Tetri 2408 


LONDON TRADED OPTIONS 

Strike price S tan —Crib— — Puts — 



Hay 


Sap 

Dk 


Total 


154.05 -095 157 00 154*0 529 695 

15215 -035 155.00 1512010366 15252 
147.15 +025 149.70 14620 3*63 6212 
14030 +0 05 14220 140.00 1.134 3*13 
135.00 +135 13720 134.60 440 2*75 
131.75 +200 13150 132 00 105 560 

18*57 28*67 
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Comp daJy 121*2 "* 124-29 
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■ WHITE SUGAR UFFE |50 tonnes. Sricnnel 
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Total 

PRECIOUS METALS 

■ LONDON BULLION BURNET 


■ NATURAL BAS FE i LOOP doc; peg* pa Swim 

Apr 8 BOO *>200 8 050 8250 £5 2375 

Hay 8.820-0180 8*00 0-320 -3 1*75 
Total SB 16240 

■ NATURAL GA5 MYW< HOMO omfia S.=r£tJ 
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PULP AND PAPER 

■ ratrex OWUUUSS: 24 ar wy torn) 
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-13 
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Ate 
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Dac 

281.1 

-27 

2813 
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May 
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- 
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- 
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Dk 
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M CORPS! 
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62 
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34 

77 
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87 
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95 
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MW 

1550 — 

212 

89 

1 

29 
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»4 
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*1 
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S3 
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T 

29 
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37 
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11 

57 

60 
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CROSSWORD 
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LONDON SPOT MARKETS 

■ CRUDE 0U. R» per Dam*) +4 
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10155 

+0 75 10?.60 99.50 
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•fey 
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Jri 

W7 60 
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Sea Oajfs 

price change Wgh law 
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Opaa 
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98 
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FUTURES DATA 

AO newts oca mrsm by CMS. 


Nuts and seeds pxo wm iwmo 

USS j lorme. tran ten plnlerMrw 28/30 raw fin 
sr natumSy ooeneri TOKXTOt EC eearM 
yat J .450 FCA maj*« *+Y <*V One » 
erocts of 1337 enporr ban. TuttWi wte tm m 
13715 • 11.13. now cn*> i na ta fl c n a .400 
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ACROSS 

1 Teacher with cane turns on 
the power (6,6) 

10 Confine unmarried men to 
cul-de-sac (7) 

11 earning capacity of horse 
in sound condition ( 7 ) 

12 Fertiliser found in Antigua, 
nowhere else (5) 

13 Charles read review during 
parlour game (8) 

15 Got stern with ham after 
game ( 10 ) 

16 Club said “why not sar- 
casm?” (4) 

18 State of a hut after explo- 
sion (•!) 

20 Weather expert warns 
golfer with car to set off 
(10) 

22 Charity created a buzz with 
it in any case (8) 

24 County short of raonev ( 5 ) 

26 One of those involved in a 
row? (71 

27 Soldiers returned compass 
to marshal (7) 

28 Team transport's way in 
14.8) 

DOWN 

2 ChieT accountant backs one 
in old hat (7) 

3 Careful about nothing 
being washed up (8) 

4 Using iron ruler raised nart 

of salt 14) ^ 


5 Drag spectator round obser- 
vation post (10; 

6 Often orchestrated a part 
for one voice (5) 

7 Miser found guarding ring 
more difficult (7) 

8 One living near head office 
to clean up district (13) 

9 Strips down deserted SS 
gun for renovation (4.9) 

14 In cinema spilt drink by 
standing ( 10 ) 

17 Can bachelor slip irttn capi- 
tal? (aj • 

19 Approves of new building 
raised outside Minehead (7) 
21 Practice waggling chin, etc 

23 Turned on insane drifter (5) 
25 Flying firm ( 4 ) 

Solution 9,622 
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FINANCIAL times THURSDAY March sisas 


LONDON STOCK EXCHANGE 


Rate rise worries trigger sharp falls in shares 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

The nervousness that crept 
into the UK equity market's 
leaders on Tuesday turned 
into a full-scale retreat yes- 
terday as investors rushed to 
book profits ahead of some 
crucial economic develop- 
ments. 

Of immediate concern was 
the possibility of an Increase 
in UK interest rates today, 
when the monetary policy 
committee announces its 
decision at midday. 

The chances of a rate rise 


were said to have increased 
substantially after yester- 
day’s Chartered Institute of 
Purchasing and Supply 
monthly survey of British 
services, which showed 
activity in the sector at its 
strangest since July. 

“We think that the MPC 
will hike rates tomorrow.” 
said Paul Mortimer-Lee. an 
economist at Paribas. He 
pointed to the strength of 
January’s retail sales and 
car sales. 

He said that if the commit- 
tee failed to raise rates this 
month it would be difficult 
for it to do so in April, since 
that would look Like a 


criticism of the Budget. 

There were other concerns 
for the market, with some 
observers nervous about the 
recent reversal in the US 
bond market. The US non- 
farm payroll report for Feb- 
ruary. which has the poten- 
tial to trigger a big move 
either way on Wall Street, is 
scheduled for Friday. 

London also displayed the 
emergence of the first nig- 
gling concerns about the 
Budget an March 17. 

Dealers began to express 
fears that the chancellor 
might spring some unpleas- 
ant surprises on the market 
The FTSE 100 index ended 


the session 74.S off at 5.74L8, 
having looked perilously like 
sliding below the 5,700 leveL 
In the last minute, the index 
regained nearly 30 points, 
having been 103.2 down at 
4.20pm. Wall Street came 
under big pressure at the 
same time, with the Dow 
Jones Industrial Average 
dipping over 70 points. 

TOe weakness in the lead- 
ers was not entirely repli- 
cated in the second -liners 
and smallcaps. but the FTSE 
250 did struggle throughout 
the day. with sentiment, par- 
ticularly in the retailing 
area, severely dented by 
three pieces of bad news. 


Early on. profit warnings 
came from MFI and DFS. 
leading furniture retailers, 
with both shares tumbling in 
excess of 20 per cent. The 
former said its current trad- 
ing was below expectations 
while the latter warned that 
its current year profits 
would not top those of last 
year. Carpetright delivered 
another blow to sentiment 
just before the close, with its 
own profits warning. Other 
retailers, including those in 
the FTSE 100, were thor- 
oughly unsettled. 

The FTSE 250, which had 
outperformed the FTSE 100 
over recent sessions, eventu- 


ally settled with a 12.7 loss 
at 5J68.7. On a happier note, 
the FTSE SmaJlCap extended 
its sequence of record intra- 
day and closing highs to a 
sixth day. finishing 4.1 up at 
2.48S.8, having touched an 
intra-day record of 2.469.7. 

Bank shares also came 
under the hammer, with 
dealers pointing out that the 
lack of a special dividend 
from Halifax was "a disap- 
pointment too far" for a sec- 
tor increasingly viewed as 
overbought and where the 
expected flurry of takeovers 
has not materialised. 

Turnover in equities 
totalled 950m shares. 
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Retailers 
take a 
pounding 

COMPANIES REPORT 

By Joel Kfoazo, Martin Brice 
and Steve Thompson 

A clutch of profits warnings 
and a cautious statement 
from three of the market's 
leading consumer durable 
companies threw a shadow 
over the retail sector and 
sent shares plunging. 

DFS Furniture warned 
that interim profits for the 
six-month period to- January 
1998 will not exceed the 
£18. 7m reported for the com- 
parable period last year. DFS 
said that, across the busi- 
ness as a whole, a successful 
new year sale produced a 
buoyant start to the second 
half , but demand had since 
slowed. 

Investors were shocked by 
the news. Only last week, 
the company's broker. Nat- 
West Securities, had taken a 
group of fund managers on a 
visit to the company's 
Enfield site. 

Most of the investors were 
said to have come away with 
a positive view of the compa- 
ny’s current trading; trigger- 
ing a buying spree of the 
stock. 

Having closed at 512V*p on 
the day of the visit, the 
shares finished at 587‘Ap on 
Tuesday. Yesterday’s state- 
ment left the shares 124 or 
21.1 per cent down at 463Vsp. 


“We are not pleased and I 
think we deserve an explana- 
tion.” said one investor. 

MFI was t he wo rst per- 
former in the FTSE 250, the 
shares falling 30 or 23.4 per 
cent to 98p after the state- 
ment. The company said 
growth in the core UK busi- 
ness was below expectations. 

As analysts were busy 
downgrading profit expecta- 
tions at DFS and MFI. they 
had to face further gloom 
when Carpetright, also 
issued a profits warning in 
mid-afternoon trading. The 
shares tumbled 74 to 422’Ap. 

Not even the leaders in the 
retail sector could escape the 
bearish news that hit the 


sector yesterday. Next was 
the worst performer in the 
FTSE 100 for the second time 
this week after the shares 
fell 61 to 734p. Sentiment 
was further hurt by reports 
that Dresdner Klein wort 
Benson had taken the stock 
off the “buy” list. 

It was ann ounced on Mon- 
day that chairman Lord 
Wolfson of Sunningdale will 
retire horn the board at the 
company's annual meeting 
in May. 

Dixons also came under 
pressure as concerns on 
interest rates continued in 
some quarters. The shares 
gave up 31 to 514p. 

Savage downgrades to 
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profits forecasts followed the 
results meeting that Vickers 
held with analysts, although 
the fall of just 5.6 per cent in 
the shares - down 12 to 201p 
- left traders with the 
Impression that bid specula- 
tion was supporting the 
stock. However, a link with 
TI Group, up 17 to 552p, was 
the only possibility men- 
tioned. 

The results were about in 
line with expectations and 
there was a suggestion in 
the results statement that 
the company faced a difficult 
year. However, after the 
post-results meeting with 
the company, analysts were 
slashing their forecasts for 
this year foom about £77m 
down to between £60m and 
£40m. 

While estimates have been 
cut back by more than 20 per 
cent, the stock was left on a 
market rating, while most 
engineering shares stand at 
a discount of about 20 per 
cent, suggesting the shares 
might have further to falL 

The company also con- 
firmed there bad been pres- 
sure on margins at 
Rolls-Royce ahead of the 
new model, a story that did 
the rounds in July. 
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Notification 

Request for expressions of interest on behalf of the 
Government of the Republic of Macedonia 
in respect of the privatisation of 
Makcdonski Telekomimikacii (“MT) 

OBC Wood Gundy oppenheimer on behalf of the Government of Macedonia are requesting 
expressions of int er est in respect of the proposed sale, by means of an international tender of 
a minimum of 33.3%. of the state owned telecommunications company, MT. Only strategic 
investors who meet the following minimum criteria will be allowed to participate in the 
proposed tender for MT: 

- currently provides public telephone services to at least half a million subscribers; and 

- bast revenues for such services of alleast US$400 million per annum over each of the 
last rwo years. 

Other criteria are contained in a preq unification and preliminary sales brochure. Requests for 
information. Including the prequalificatlon and preliminary sales brochure, wifi only be 
accepted from organisations that can demonstrate that they are likely to meet the relevant 
prequalification criteria. The submission of prequalification statements, as specified in the 
prequalification and preliminary sales brochure, must be made by 2btb March 1998. 

A preliminary sales brochure with prequalification criteria can be obtained front 
KuonSarkar 

OBC Wood Gundy Oppenheimer 

Canons Centre 

Cottons Lane 

London 

SE1 2QL 


For farther Info r m ation please contact: 

Kiron S3rior 

Managing Director 

Investment Banking 

Tel: 00 44 1“I 2?4 7363 

FajcOO 4-i 171 407 6453 


Gareth Thomas 
Executive Director 
Investment Banking 
Tel: 00 44 171 234 7188 
Fax. 00 44 1“L 4(17 6453 
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NOTICE TO THE 
SOLDERS OF 

CORPORATE EXPRESS, INC. 
450% Convertible Notes 
Due July 1,2000 
On February 6. 1998. Corporate 
Express, lac. (tbe “Company") 
commenced aa issuer lender offer 
pursuant m whicbtbe Company bas 
offered io purchase up to 
35M0JXM shares of its common 
stock at a purchase price not grater 
than $] I -50 nor less than SI 0.00 per 
date (the “OfTeT). The Offer will 
expire a 5:00 paL, New Yak Gly 
time, og Monday, March 9. 1998. 
wim eztau\r*i by jjig Company, 
tins notice is given pnrsavrt to the 
requirement of that certain 
lodes tore, dated as of June 24. 
1996, between tbe Company sod 
Bankers Trust Company, as Trustee, 
as amended by tbe First 
Supplemental Inrfernme. dated » of 
October 15. 1996, between tbe 
Company andthcTruatee. 

Dated February 2% 1998. 
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PERSONAL 


PUBLIC SPEAKING 

Toiniq and spesrfi wfrg by 
aranj winrmg spaafcer. 

Fist lemon boa 
Teh (01727Q61133) 


To advertise your 


Commercial Property 


And reach 52.000 property decision makers. 

Contact 
Tina McGorman 

+44 0171 873 3252 Fax +44 0171 873 3098 


Brian Newman at Hender- 
son Crosthwaite said: "1 
think the company was on 
the defensive on a broad 
front today, and it needs to 
achieve more than £350m 
from the Rolls-Royce 'sale to 
satisfy the market. It looks 
vulnerable to a bid." 

Steel hardens 

British Steel managed to 
keep the bears at bay and 
threw off the market malaise 
to rise 6 to 154&p, one of the 
better performances in the 
FTSE 100. 

Sentiment in the stock has 
been helped by reports that 
steelmakers in the US are 
having some success in get- 
ting price rises to stick, and 
European steelmakers are 
expected to report strong fig- 
ures. 

Talk that Oftel, Britain’s 
telephone industry regula- 
tor. will announce details of 
its review of incoming calls 
today sent shares in mobile 
phone operators Orange and 
Vodafone into retreat 

Orange fell 22 or 6.3 per 
cent to 325p while Vodafone 
surrendered 16 to 536p. Deal- 
ers indicated there had been 
some talk of Oftel trying to 
reduce the mobile operators' 
average receipts per call 
down to l0p-14p from I4p- 
15p. 

“The proposals have been 
anticipated but the exact 
timing and Impact is 
unclear," said one specialist 
on the sector. 

. In the rest of the telecoms. 
Cable & Wireless followed 


the market trend closing 11 
off at 659p. as did British 
Telecommunications, which 
was yesterday said to be 
investigating investing in 
Malaysian telecommunica- 
tion companies. The shares 
gave up 11 to 605p having 
traded 14m by the close. 

On a day when the market 
was searching for good 
news. AB Ports delivered a 
pleasant surprise in announ- 
cing its Intention to seek 
approval for a buy-back of 
£100m of its own share:. 

Tbe buy-back news accom- 
panied excellent results from 
the group, including a 10 per 
cent lift in profits and a 16 
per cent increase in the divi- 
dend. 

At the close. AB Ports 
shares jumped 18‘/* to an 
all-time high of 340‘Ap. 

Powderject shares raced 
up 104 or 33 per cent to 
4l8Vip after news of a joint 
venture with Glaxo. 

The UK’s two leading gen- 
erators remained under pres- 
sure following Tuesday’s 
profits warning from 
National Power. Shares in 
the group lost another 32 to 
555p. while those of Power- 
Gen fell 43 to 760p. 

In metals, Johnson Matt- 
hey appreciated lS'/i to 592p 
as whispers of corporate 
activity at the group did the 
rounds in the market 

Banking issues were dulL 
Halifax, which on Tuesday 
announced plans to buy 
back up to £ibn of its shares, 
fell another 27 to 925p as the 
market continued to register 
its disappointment that the 
company had not announced 
a special dividend. 

Concerns about underly- 
ing trading also continued. 
Mark Thomas at Collins 
Stewart believes, “the share 
buy-back will provide a floor 
for the shares but the under- 
lying business is facing 
increasing difficulties." 

Psion was off 91 ‘4 to 328p 
after a pre-tax profit fall in 
spite of a rise in sales. It was 
a trading statement that 
took its toD on tbe shares. 
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EMERGING MARKET FOCUS 


Russia stars as rate fears dampen optimism Jakarta raflf 

defies logic 


mRU)(^VI|EW 

Much of Europe saw a day of 
consolidation yesterday as 
the optimism that has taken 
markets to record highs 
recently was tempered by 
Interest rate worries, com- 
pounded by weaker bonds as 
Wall Street opened lower. 
writes Michael Morgan. 

Paris and Frankfurt added 
to Tuesday's losses while 
Zurich was unable to sustain 
a further early foray into 
uncharted territory. Milan 
and Madrid, which both 
closed at record highs the 
previous day. also turned 
back. 

But in eastern Europe. 
Moscow's RTS index jumped 


almost 4 per cent, extending 
its rise to 36 per cent from 
the January low. as Flem- 
ings upgraded Its recommen- 
dation on Russia, at the 
expense of the previously 
overweight Hungary. 

Jonathan Garner, strate- 
gist at Flemings, said the 
Russian market’s relative 
valuation had improved dra- 
matically against others in 
eastern Europe during the 
recent lmdenperformance. A 
number of leading stacks 
were trading on single-figure 
forward p/e’s. 

Most funds were severely 
underweight, Mr Garner 
added. However. Russian 
equities were poised to bene- 
fit from trends already being 


Russhmfthngavian equities 
Nias rabased (Stoma) 



1997 


SMtrMBftmtfCV 


established towards a lower 
sovereign risk premium and 
domestic short-term interest 
rates. 

Earlier in the day, the 
Malaysian banking crisis 
was again the dominant 


theme in a region still feel- 
mg shock waves from news 
that Bank SLme needed 
$300m of new capital and 
that Bank B nmi putra and 
two other finance companies 
could require fresh funds. 


The day also brought 
warnings on the outlook for 
Hong Kong. 

Independent Strategy pres 
ldent David Roche expressed 
caution on the blue chips, 
although he conceded that 
China-linked stocks could 
receive a fillip if Beijing 
ann ounced economic stimu- 
lation measures - such as 
investment in the infrastruc- 
ture - at China's National 
People’s Congress which 
begins today. 

Mr Roche was also cau- 
tious about the outlook for 
the Hong Kong dollar, 
pegged to the US dollar since 
1983. 

"The trend will be towards 
maintaining a very high 


interest rate differential with 
the US. reflecting the fact 
ultimately that people will 
price in the devaluation pre- 
mium in the holding of Hong 
Kong dollar assets. That will 
hit equities." 

Meanwhile. Merrill Lynch 
warned that growing expec- 
tations of a cut in Hong 
Kong's interest rates were 
premature. The US invest- 
ment bank said it expected 
the Hang Seng index to pull 
back below 10.500 points 
from yesterday’s closing 
11.350. ‘ 

The index had bounced 41 
per cent in only six weeks 
from a January low of 8,121. 
This was. it concluded, too 
much too soon. 


Dow drops as 
bond prices 
turn higher 


Paris falls to profit-takers 


EUROPE 


FTSE Actuaries Share locoes 


European senes 


AMERICAS 


US stocks moved lower as a 
rise for bond prices sparked 
broad-based selling of equi- 
ties. writes John Inbate m 
New York. 

Selling was sharpest 
among blue chips. By early 
afternoon the Dow Jones 
Industrial Average had lost 
65 at 8.519 while the broader 
Standard & Poor's 500 index 
fell 6 to 1.046. The Nasdaq 
composite index was off 4 at 
1,752.93. 

"The big Dow stocks are 
down, from J.P. Morgan to 
Disney, but the Nasdaq isn’t 
doing too poorly and semi- 
conductor makers are up," 
said Warren Epstein, direc- 
tor of trading at Richard 
Rosenblatt in New York. 

By early afternoon declin- 
ing issues led advancers by a 
ratio of 17 to 10. Trading 
appeared to have more to do 
with caution among inves- 
tors following the market's 
recent upward run rather 
than any single news event 
on the day. 

Equities tumbled as the 
bond market turned firmer 
in morning trading. By late 
morning, the 30-year Trea- 
sury bond, the benchmark 
for long-term interest rates, 
had gained % to 10i£. send- 
ing the yield lower at 6.04 
per cent. 

In the Dow. shares of Dis- 
ney tumbled 34% to $105% on 
concerns about the compa- 


ny’s coming earnings. And 
Ji 5 . Morgan was off by $1& 

to $123*. 

In the retail sector, shares 
of Kmart climbed 6.5 per 
cent or $% to $14 after the 
company’s earnings topped 
analysts’ expectations. 

Computer-related shares 
were mixed. Intel was 
unchanged at $85 A. while 
Microsoft fell $2& to $82 £- 

Among computer network- 
ing shares, 3Com was up $2& 
to $37A. while industry 
leader Cisco Systems was up 
$% to $64%. 

Small-company shares pul- 
led back, sending the Russell 
2000 index almost two points 
lower to 460.77. 

TORONTO moved lower. 
Wall Street had opened in 
dark mood and at. home the 
banking sector was equally 
unhelp ful, sliding steeply in 
fairly heavy volume. 

At noon, the 300 composite 
index, which had pushed 
higher over the previous 
eight sessions, was 25.93 
lower at 7,112. 

As hopes for a cut in inter- 
est rates were put on bold, 
banks did most of the dam- 
age. Royal Bank Of Canaria 
lost 65 cents to C$81.80 and 
Bank of Montreal retreated 
95 cents to C$75.25. Toronto 
Dominion Bank came off 25 
cents to C$5895- 

Among industrials. Sea- 
gram shed 85 cents to 
C$53.35 and BCE lost 25 
cents to C$50.75. 


The profit-takers were out in 
force in PARIS for the sec- 
ond day running, sending 
the CAC 40 down 33.55 to 
398192 in moderate volume. 

A steep bounce for defence 
leader Thomson-CSF pro- 
vided some excitement but 
this was an isolated Incident 
in a session mostly charac- 
terised by downward drift. 
Traders blamed rising 
French bond yields plus 
broad nervousness ahead of 
tomorrow's US jobs data for 
the weak trend among equi- 
ties. 

Thomson-CSF surged 
FFrl5.80 or 7.4 per cent to 
FFr229.30 as super-strong 
earnings outweighed disap- 
pointment at the lack of a 
special dividend. At the bot- 
tom of the day’s perfor- 
mance char ts, ins urance 
giant Axa-UAP fell FFr24 or 
4 per cent to FFr575. 
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Sao Paulo hopes on hold 


SAO PAULO moved lower as 
hopes for a downward nudge 
for Interest rates by the cen- 
tral bank appeared to be put 
on hold. 

At midsession, the Bov- 
espa index, which had made 
ground steadily through 
Monday and Tuesday, came 
off 101 at 10,838. 

"All eyes are on today's 
monetary policy committee 
meeting," said one broker. 
Money market rates have 
been easing gently since the 
end of last year. 

However, traders were 
beginning to have second 
thoughts in morning trading 
and blue chips moved uni- 
formly lower. Telebrds fell 
1.5 per cent R$141.55 and 
Petrobrfs lost 1.1 per cent to 


R$255. Eletrobras was the 
worst performer of the morn- 
ing session, sliding 1.9 per 
cent at R$53. 

MEXICO CITY saw further 
action by the profit-takers. 
Having been bit in late trad- 
ing on Tuesday, the IPC con- 
tinued to move lower from 
the opening bell yesterday. 

Turnover was described as 
moderate, but dealers said 
there had been a reasonable 
level of selling in leading 
shares. At midsession, the 
IPC index was off 50.76 at 
4.79090. 

SANTIAGO traded quietly 
through the morning and 
dealers said profit -taking 
was minimal. At midsession, 
the IPSA index was 0.41 
lower at 100.03. 


ZURICH was unable to 
sustain an early foray into 
uncharted territory as sag- 
ging bonds and profit-taking 
put pressure on stocks. The 
SMI index closed 129 or 19 
per cent lower at 7.130.5, 
alter touching an all-time 
intra-day high of 7.307.3 
points. 

Ares Serono, the biotech- 
nology company, soared 
SFrl38 to SFr2960 on news 
the company had filed for US 
approval of its genetically 
engineered multiple sclerosis 
drug. Rebif. which some ana- 
lysts believe could become a 
blockbuster earner for the 
company. 

Falls of around 2 per cent 
were seen in many of the 
blue-chip index heavy- 
weights, including the drugs 
majors Novartis and Roche, 
Nestl6, still under pressure 
after Tuesday’s downgrade 
from Bank Baer, and the 
three big banks. 

Cyclicals outperformed 
with ABB up SFr20 at 
SFr2.073. Ciba 25 centimes 


higher at SFrl78 and Ascom 
SFr75 better at SFr2.745. 

The machinery sector was 
in focus after the industry 
association gave an upbeat 
outlook for 1998, in spite of 
the c ontinuing difficulties in 
Asia. 

Georg Fischer gained 
SFrll6 or 4.6 per cent to 
SFr2,655 and Schindler 
picked up SFr2lO to SFr2,100 
as Merrill Lynch started cov- 
erage o f the st ock. 

FRANKFURT continued to 
unwind recent gains in the 
face of dull bonds and a 
weak start on Wall Street 
The Xetra Dax index ended 
electronic trading off 69.10 at 
4.69092. 

. Lufthansa held up well, 
adding 95 pig at DM3590 on 
news of reduced services at 
rival airline Deutsche BA. 
But the main upside interest 
was the planned, merger of 
Degussa and Huels, two 
chemicals groups within the 
Veba empire. The former 
rose DM4 to DM99. Veba 
shed DML05 to DM122.55. 

Mannesmann fell DM8.05 
to DM1,131.95 in spite of 
announcing a stock split. 
Munich Re lost DM32.90 to 
DM791.60. Motor stocks, 
buoyed lately by optimism at 
the Geneva motor show, met 
heavy profit-taking. Volks- 
wagen lost DM26 at 
DM1,19890 and BMW came 
off DM5390 at DM1,868. 

AMSTERDAM gave 
ground grudgingly, losing 
493 to 1974.74 on the AEX 
index. 

Financials came down 
with a bump, notably Fortis 
Amev which lost FI 4.10 to 
FI 24090, and Hoogovens ran 
into a solid wall of profit- 
taking ahead of tomorrow’s 
results, shedding FI 3 to 
FI 103.40. 

But DSM stayed firm, ris- 
ing FI 5.40 to FI 215.90. and 
Unilever also bucked the 
broad downtrend, adding 
FI 1.40 to FI 135.60. Heineken 
shot forward following a bro- 


ker upgrade. The shares 
ended FI 1790 or 49 per cent 
higher at FI 404. 

MADRID gave up 2 per 
cent of the 25 per cent 
advance made since the start 
of the year. The general 
index, which breached the 
800-point level for the first 
time in early trading, closed 
down 16.19 at 77793. Telefon- 
ica fell 3.1 per cent while 
banking shares were also 
lower. 

MILAN marip early g ains , 
but turned back as profit- 
takers emerged. The Mibtel 
index finished 67 lower at 
20,437. Generali, the insurer, 
lost L583 to L52.100 after 
announcing results for 1997. 


Fiat rose L301 to L6.787 on 
bullish comments by 
Roberto Testore. managing 
director, that sales In 1998 
would match the record lev- 
els seen in 1997. 

ATHENS provided one 
bright spot as the general 
index jumped 20.92 or 1.5 per 
cent to 1.466.57. The con- 
struction sector led the way 
higher with a 3.4 per' cent 
jump as five of the country's 
largest contractors agreed to 
team up against foreign con- 
sortia in future tenders of 
large projects. 

Written and edited by 
Michael Morgan, Jeffrey 
Brown, Emiko Terazono, 
Peter Hall and Paul Gregan 


SOUTH AFRICA 

A sensational debut by 
Business Bank made some 
amends for a dull day that 
left the all shares index off 

70.3 at 7.052 at the close. 
Business Bank surged in 

heavy volume as investors 
scrambled to lock in to the 
shares, which were floated 
at R2. The stock ended at 
R499 in turnover of R153m. 

Financials came off 1.7 per 
cent and industrials shed 
19.5 to 8.304.60. Golds lost 

18.4 to 766.60. 


Inflation and interest rates 
have been soaring, debts 
mounting and enterprises 
grinding to a halt. But at the 
same time, stock prices have 
been rising. Such is the logic 
of the Jakarta stock 
exchange. 

Indonesian shares crashed 
much faster than many ana- 
lysts thought warranted last 
year, but there are now 
sig n* of a cautious recovery 
that, to many, appears just 
as unwarranted. 

Shares dipped 3 per cent 
yesterday, having risen 4.4 
per cent on Tuesday, in a 
continuation of the bumpy 
ascent of recent weeks. 

"Most days it has been a 
reaction to the currency.” 
said Agnes Safford, head of 
research at ABN Amro in 
Jakarta. "We’ve seen people 
coming in very short term 
for currency play.” 

President Suharto has 
talked of fixing the exchange 
rate at a higher level 
through a currency board, 
which would deliver any for- 
eign portfolio investor 
instant profits in dollars. In 
addition, brief dips In the 
currency provide an opportu- 
nity for arbitrage with 
shares listed in New York. 

Ms Safford said state- 
owned security firms had 
been active as well, suggest- 
ing the government was try- 
ing to revive sentiment. But 
brokers have also noted for- 
eign buying through ENG 
Barings and others that 
suggested George Soros or 
another large investor was 
testing the waters. 

"Some people think it has 
bottomed out," said Ms Saf- 
ford. "I don't." 

She suggested these inves- 
tors may be buying because 
they believe President 
Suharto has been suffi- 
ciently cornered by the eco- 
nomic downturn to move for 
serious reforms. Tuesday's 
rise was partly a reaction to 
a visit by US envoy Walter 
Mondale, who urged the 
implementation of reforms 
agreed with the Interna- 
tional Monetary Fund. 
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Mr Suharto has tariffed, to 
respond to such meetings by 
pledging to do better, spark- 
ing brief rallies. .. 

But the market dipped 
again yesterday, partly 
because of a belated realisa- 
tion that the IMF is likely .to 
delay approval of a $3bn sec-' 
ond tranche of its rescue 
package, due on March 15 , 
because few reforms have 
been implemented. 

“It’s a manic depressive 
reaction," said Stephen Rog- 
ers, head of research at UBS 
Securities in Jakarta, which 
Is closing shop this week 
ahead of the merger^ with 
SBC Warburg. . 

“Investors are looking for 
any ray of hope on economic 
fundamentals. Because the 
rest of Asia is starting to 
turn around, people are 
looking for positive signs 
here,” he said. 

“The stock market is. still 
very overvalued," Mr Rogers 
insisted. “We're looking at a 
very severe recession this 
year, with a decline in GDP 
in excess of 10 per cent and a 
recession next year as weH. r 

But analysts find they are 
being ignored by some inves- 
tors who feel their optimistic 
advice served them poorly. 

“Analysts have gotten it 
wrong on so many compa- 
nies and they missed so 
many problems," Ms Safford 
said. "A lot of funds are just 
off doing thezr own thing." 


Sander Thoenes 


Tokyo looks for new direction 


ASIA PACIFIC 


TOKYO slipped on profit- 
taking in directionless low- 
volume trading, although 
support held firm at the 
17,000 level, writes Bcthan 
Hutton in Tokyo. 

Without further clues on 
government plans for mea- 
sures to stimulate the econ- 
omy. and a- lack of corporate 
news, investors had few 
trading Incentives. 

The market was also 
unsure of the potential 
impact of allegations of pos- 
sible impropriety against 
Eisuke Sakakibara. the 
prominent finance ministry 
bureaucrat. 

The Nikkei 225 average 
lost 72.73 at 17.095.60 after 
moving between 17.212.69 
and 17,025.57. The Topix 
index of all first-section 
shares retreated 5.18 to 
1.29092. 

Several banks were 
heavily traded amid specula- 
tion over which banks will 
accept government funds 
and which are planning 
other means to boost their 
capital. Sakura Bank, the 
day's second-favourite stock, 
slipped Y1 to Y545. The 
hanking sector fell 0.86 per 
cent. 


Malaysia 

KLSE Indices reposed 



Stocks related to domestic 
demand were sold on general 
worries over the economy as 
well as on profit-taking in 
the wake of recent strong 
performance. The iron and 
steel sector dropped 2 per 
cent Nippon Steel lost Y6 to 
Y237 in heavy trading. 

Total volume was thin, 
with about 380m shares 
changing hands compared 
with 612m on Tuesday. In 
Osaka, the OSE dropped 
99-20 to 17906.09 on volume 
of 20m shares. 

SYDNEY climbed to a five- 
month high after an 8 per 


cent surge at heavyweight 
JBHP sent_ the. All. Ordinarie s , a low of 11., 192 7J .. 


index up 21.0 to 2,705.4. BHP. 
which ended AS1.17 higher 
at A$1591 following the res- 
ignation of chief executive 
John Prescott, accounted for 
16 points of the overall mar- 
ket gain. 

BHP, where 14.4m shares 
changed hands, dominated 
the day’s trading, but there 
were a number of sharp 
movements elsewhere. News 
Corporation added 11 cents 
to AS9.65. 

KUALA LUMPUR fell 27.09 
or 3.7 per cent to 70594 on 
the composite index after 
fears for bank capital ade- 
quacy sparked widespread 
selling of the sector. The 
financials index retreated 
almost 5 per cent 

Maybank fell 80 cents to 
MS13 and Public Bank 9 
cents to M$191. Brokers said 
sentiment had been dented 
by the news that two leading 
Malaysian banks plus two 
finance companies were in 
need of a capital injection. 

HONG KONG went along 
with the broadly lower trend 
In regional markets, bnt 
active demand for bine chips 
helped pare more than half 
the day’s losses. The Hang 
Seng index finished 74.65 
weaker at 1195081, up from 


Against the trend, HSBC 
fin ished HK$2 higher at 
HKS228, with much of the 
advance fuelled by deriva- 
tives-linked buying, and 
Hang Seng Bank gained 25 
cents to HK$7295. 

BOMBAY rebounded 2.7 
per cent after Tuesday’s 
tumble as investors pinned 
their hopes on the ability of 
the Hindu nationalist Bhar- 
atiya Janata party to form a 
new government. The 
BSE-30 index finished 9793 
higher at 3,743.93. 

Speculation that Chakra- 
varty Rangarajan, former 
central bank governor, 
might become the finance 
minister in a BJP adminis- 
tration also spurred buying 
interest. 

TAIPEI closed lower as 
late profit-taking in leading 
electronics shares bit senti- 
ment. The weighted index 
closed down 234.29 or 2.5 per 
cent to 8,977.54. 

BANGKOK dropped 2 per 
cent on worries over the cen- 
tral bank’s plan to bail out 
Thailand's commercial 
banks. The weakening of 
currencies elsewhere in the 
region also weighed on share 
prices and the composite 
SET index closed down 11.48 
af_5'»9 *»4 


The bonds 
are British. 

The opportunity 
is global. 


Introducing UFFE’s Five Year Gilt Future 


On 26 February, me Five Year Gift future took its place alongside LJFFE’s Long 
Gilt and Short Starting contracts to complete the Sterling yield curve. 

The first UK government bond contract to trade entirely In decimals, UFFE's Five 
Year Gin future also boasts 

■ no Exchange or clearing fees until 28 September 1988 

■ Europe's favourite Bans Trading Facility 

■ UFFE’s inter-contract Spread Trading Facility 

■ margin offsets provided by the London Clearing House 

Take advantage of these darting new trading opportunities - provided only by 
the world's most International Exchange. 

For more Information, contact Stuart Mortimor-Walker at UFFE on 01 71-379 2087. 
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The London International financial 
Futures and Options Exchange 


http^/wwwJrffe.com/ 






